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INTRODUCTION 
Medical research within the last two decades has 
moved decidedly into the realm of big business. As a result 
of the rapid rise in funds available for research, much 
attention has been directed to the effects of this increase 
and the accompanying problems presented for both the research 
worker and the recipient institution. The concern of most 
of those interested in the problems of research financing 
from external sources has been centered on the. universities 
as the largest single recipient group of research funds. 
However in the field of medical research the role of 
hospitals, whether owned, affiliated, or independent of 
medical schools, is of growing importance to the total re-
search effort of the country. Hence this thesis is an 
attempt to analyze briefly the position of hospitals in the 
research picture and their role in research as exhibited by 
hospitals in Boston. 
I originally attempted to approach the subject from 
a simple sources and uses of funds orientation, thus Section 
II of the essay is devoted to a survey of those sources of 
research funds utilized by the hospitals studied. However 
the hospital or other recipient institution has little control 
over the actual use of the research funds and hence Section III 
is oriented to the hospital as an intermediary between the 
granter agency and the grantee investigator. Section I briefly 
covers some financial aspects of medical research historically 
and cites some attempts to assay the position of hospitals in 
the general research picture. 
The actual approach used in gathering the material was 
four-fold. First a survey of the literature was conducted -
covering any previous data published on hospital research. 
Aside from published material in this and related fields, two 
unpublished and useful sources were obtained -- a segment of 
the 1958 A.H.A. and N.I.H. hospital survey as related to Boston 
and a Master's Thesis covering the administration of a research 
program in a large general hospital in New York. 
7. 
The second approach was to survey the sources of research 
funds available to hospitals. Here the standard published 
forms and application information were obtained from several 
governmental granting agencies and a small sample of the larger 
foundations and voluntary health organizations interested in 
medical research. I was most gratified at the material and in-
formation received from the answering 15 foundations and 5 
voluntary health organizations. Their prompt and informative 
answers gave, I believe, an adequate coverage of private 
sources of funds for this presentation. These and the govern-
mental agencies surveyed are certainly the major fund sources 
that would be available to a hospital's research program. 
8. 
The third approach was through interviews. The 
material for the financial handling of funds and general ad-
ministration of research grants was obtained exclusively through 
interviews with administrators, principle investigators, comp-
trollers, and treasurers of nine major research hospitals in 
the Boston area. This is about half the hospitals contacted 
in this matter and the candid, informative interviews with 
the hospital representatives were most illuminating and without 
question the highlight of the study. Although I did attempt 
to structure the interviews to some extent with the outline 
presented in the Appendix, I left the discussion as open as 
possible to obtain opinions and further information on the 
general aspects of hospital medical research. 
Finally to obtain a better idea of research magnitude 
in the greater Boston area, over 40 hospitals were contacted 
directly by phone to obtain data on the magnitude of their 
research effort, if any. 
Due to the limited inputs available for this study, 
no claim can be made for statistical validity of the surveys 
further than that an indication was developed. This is es-
pecially true of the magnitude of research effort in hospitals 
in Boston. Most hospitals contacted were very willing to 
divulge data on their research programs and their administra-
tive set-up, or if not, there were extenuating circumstances. 
However some hospitals contacted either by letter or phone 
seemed to feel that their research program and/or their 
administrative methods were highly confidential hospital in-
formation. To my mind this indicates a failure of the research 
program itself. If the investigators cannot help permeate the 
whole institution with a feeling of free inquiry and curi-
osity, one of the major reasons for instituting research pro-
grams in a hospital is lost. Even if some groups feel their 
program is small or inferior to others, the mere fact that 
their institution is one of the few in the country to institute 
research should lead to a desire to advertise it in any way. 
Finally since several hospital representatives expressed 
a desire that the data and opinions supplied me be kept confi-
dential, I have followed the general policy of not mentioning 
any hospital contacted in this study specifically. If one is 
mentioned it is because I felt the information was common 
knowledge and would not reflect in any way on the hospital. 
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Section I 
Medical ResearCh, Past and Present Financial Aspects and 
Hospitals as Research Institutions 
1) Medical Research Before World War II: 
Early medical research in the United States remained 
very much dominated by teaching and medical practice. The 
centers of research were the European medical centers and it 
was not until close to the end of the 19th century that a few 
scattered research organizations, mainly under guiding per-
sonalities as Welch of Johns Hopkins, introduced full-scale 
laboratory research in the medical sciences to this country. 1 
It was not until the early 1900's that the effect of the first 
great financial development in the field of medical research 
mad~ itself felt - the establishment of the first foundations.* 
10. 
In 1901 the Rockefeller Board began distributing research grants 
in medicine, thus ushering in the era of private support by 
independent agencies. 2 
* 
However, even though research began to receive 
The two great developments in the medical research field in 
the United States were first, the rise of the private 
foundations which is primarily an American development 
for funding ideas, and second, the later direct concern 
of the federal government in basic research. 1bis can 
be separated from indirect support as the early research 
sponsored through the office of the Surgeon General of 
the Army. 
financial support from the developing voluntary health organ-
izations and foundations early in the 1900 1 s, it remained 
primarily a part-time, individual affair where an interested 
professional spent as much time as possible from teaching 
and/or practice in his chosen field of research. 
Early in the present century American recognition of 
research was confined to a small, well-educated 
element. T.his included, apart from scientists them-
selves, a segment of professional men and intellectuals 
and such business leaders as could already see the po-
tential value of science to industry •••••• The limited 
scope of public interest explains the lack of support 
from the government, whic~ in the long run is respon-
sive to public attitudes. 
11. 
This was in contrast to European research which received govern-
mental support early in the 1900's. In Great Britain the pro-
motion of medical research was accepted as a responsibility of 
the state as early as 1911 and the Medical Research Council was 
set up to administer governmental and non-governmental funds. 
In the United States the government participated in the field 
of medical research before 1940 only indirectly. The medical 
schools of the Ar.my and Navy, St. Elizabeth's Hospital in 
Washington, and the Public Health Service which in 1930 org-
anized the National Institutes of Health were all engaged in 
research. 
There is no question that research before World War 
II was of large and growing stature. The 1920-30 1 s witnessed 
a wide multiplication of foundations devoted to all phases 
of aid to social, educational, and other activities serving 
the common welfare and a growing consciousness on the part of 
public officials as Herbert Hoover, Secretary of Commerce in 
the 1920's, of the promise of basic research. Although in 
medicine the development of research was primarily the result 
of a few interested individuals in the medical field with pri-
12. 
vate financial backing, all phases of the complex research 
community had established itself before the war. Basic journals 
had appeared, university, industrial, and institute research 
laboratories had been established, and programs for scientific 
education had been developed. It took a major catastrophe 
such as World War II to bring research out of the private 
entrepreneur phase into big business with backing from govern-
mental, industrial, and private funds.* 
Statistics relating to the magnitude of medical 
research expenditures before 1940 are very spotty and all but 
lacking. Undoubtedly a large percentage of research costs 
were not considered such at all - being research performed on 
normal university salaries and with university funds. The 
medical research expenditures of the Public Health Service in 
1933 were over $1,100,000, and these rose to $2,800,000 in 
* The impact of this pre-World War II research effort can 
perhaps best be illustrated by its contribution to the 
reduction in gross mortality as illustrated by Chart I. 
CHART I 
The Average Remaining Lifetime in Years at Specified Ages, 
1900-1902, 1919-21, 1939-41, 1956 and 1958 (est.)* 
Age 1900-1902 1919-21 1934-41 1956 1958(est) 
0 49.24 56.40 63.62 69.6 69.5 
5 54.98 57.99 62.49 66.7 66.7 
10 51.14 53.79 57.82 61.9 61.8 
20 42.79 45.30 48.54 52.3 52.2 
30 35.51 37.68 39.67 42.9 42.8 
40 28.34 30.08 31.03 33.7 33.5 
50 21.26 22.50 22.98 25.1 24.9 
60 14.76 15.54 15.91 1-7.5 17.3 
., 
70 9.30 9.74 10.00 11.3 11.2 
13. 
*P• 2, 'I' able I, 
Federal Support of Medical Research. Report of the Committee 
of Consultants in Medical Research to the Subcommittee on 
Departments of Labor and Health, Education, and Welfare 
of the Committee on Appropriations.,.U. s. Senate, 86th 
Congress, Second Session, May, 1960~ 
1938, giving some idea of early research sponsored by federal 
funds. 4 Some estL~ates of the amount of funds absorbed by 
research institutions are also available. However these are 
generally concerned with university research expenditure and 
the magnitude of research at the universities: -
The total research budget of all universities was various-
ly estimated at from 28 to 50 million. This was broken 
down for 180 of the "best schools" into such sources as 
the following: 
Endowments 
Foundations 
Regular State 
Appropriations 
Other State Funds 
Profits from Patents, 
Sales, etc. 
Special Gifts 
$17,000,000 
8,ooo,ooo 
7,283,000 
7,000,000 
2,000,000 
4,000,000 
During the late 1930's the annual expenses of univer-
sities for medical research alone remains an elusive 
matter. If one accepts the low base figure of 
$28 1 000 1 000 as the total annual university research 
budget for 1938, and then arbitrarily assumes that as 
much as one-fifth of this was devoted to medical 
studies, it would indicate an outlay for that field 
of something over $5,ooo,ooo.s 
It is interesting that even without the present 
government involvement, the gross amounts spent on research 
in the United States prior to World War II are considered 
quite large: 
The war found the U. s. investing larger funds in research 
than any other country - with the possible exception of 
Russia - and carrying on this function through the com-
plex arrangements described in the preceding chapters 
(i.e. endowments, philanthropy, industry, government, 
etc. - WHS). Remarkable progress had been made in 
14. 
medicine, as in other fields, in providing funds, 
facilities, and an intellectual climate conducive to 
original work. Despite this record, there was con-
siderable concern over the decline in foundation aid 
and some demand for the coordination of research on 
a larger scale. The utilization of governmental funds 
and governmental coordination appealed to those who 
were favorably impressed by Russian and British 
examples and to those who favored social planning in 
general. No serious moves had been taken in this 
direction, however, until they ware precipitated by 
the national emergency of 1941. 
Again, although gross figures for both the amounts 
spent on medical research and the number of people working 
in the field are somewhat uncertain for the pre-1940 1s, the 
amount and quality of the research is considered anything but 
uncertain: 
Between World War I and World War II the United States 
overtook all other nations in medical research and 
assumed a position of world leadership - due primarily 
to endowment income, gifts, and foundation grants in 
the 20's on. 7 
2) Medical Research After World War II: 
Many attempts had been made to interest the public 
15. 
in science and medical research before World War II. 8 However 
it was not until the war and its aftermath that public aware-
ness of what science could do began to influence a peacetime 
congress and bring the federal government strongly to support 
16. 
research.* The war brought large amounts of federal spending 
into most phases of research and development with results 
well known to all - i.e. the atom bomb and the mass produc-
tion of penicillin. Though this expenditure was geared 
prL~arily to immediate results needed for the war effort and 
resulted in the development for war aims of already existing 
basic knowledge, it did serve to create a general public 
awareness of the potential benefits and dangers to be wrought 
from basic research. 
The effect of World War II on public recognition of 
research and the rise in prestige of the scientific community 
can, I believe, safely be considered the prime mover in 
bringing research to its present position of prominence. 
However, other sociological and financial factors undoubtedly 
have played important roles in bringing about increased res-
earch consciousness and spending. The increasing indust-
rialization and urbanization as well as the expansion of 
higher education·have created a more receptive population 
and the environment to stimulate awareness of more facets 
It is felt by some public health officials that to study 
the real causes of the increased congressional outlays 
for medical research, one must review the recent history 
of deaths and illnesses of congressmen and the sub-
sequent effect of this on their colleagues. 
of human life. In the universities there are increased op-
portunities for the most capable students in increasing 
numbers to be exposed to academicians that are generally 
research oriented. Thus the environment is conducive to 
awareness of the benefits and satisfactions of researCh and 
the opportunity to enter the research community are present 
to most students. In industry there is an increased aware-
ness and need for research to keep or enhance a competitive 
position. Tax policies and the continuous inflation and 
expansion may also have had their effects on bringing more 
funds from industry into various research fields either in 
their own laboratories or in the laboratories of institutes 
and universities. 
Throughout this growth of research and development since 
World War II, the research in the life sciences has maintained 
about 4% of the total.9 Although the foundations, voluntary 
health agencies, and industry have contributed increasingly 
to this expansion, it has been the government as a source 
of funds that has primarily been responsible for the magni-
tude of today 1 s medical research effort. ~ince the Committee 
on Medical Research under the Office of Scientific Research 
and Development in World War II, the government has continued 
17. 
to directly commit itself increasingly to the national 
medical research effort - and there seems to be no indi-
cation that this trend of support is a temporary one: 
More than $25 billion - three-fourths from private 
sources - is being expended annually on health. 
Federal expenditures, including outlays of the 
National Institutes of Health for medical research 
and training and the medical program of the Veteran's 
Administration, will amount to about $2.2 billion in 
the fiscal year 1962, compared with $2.0 billion in 
the current fiscal year and $1.8 billion in fiscal 
1960; within the 1962 total, federal expenditures 
for hospital construction, mainly grants, are estimated 
attB36 million, an increase of 7% over such expendi-
tures in the current fiscal year.lO 
18. 
Statistics for research outlay and for that matter 
most aspects of national research (types and numbers of 
research institutions, personnel involved in various fields, 
etc.) are much more readily available for the past 20 years. 
Several such compilations are presented on the following 
pages to give quantitative indications of the growth in 
magnitude of research outlays. 
Table DI presents the increases in total Research 
and Development expenditures as compared to Gross National 
Product. The large jump in outlays between 1940 and 1950 
and the rapid increase since 1950 is most noticeable. In 
Table III the sources of the medical research dollar are 
analyzed. 'lbe continual increase in expenditure by 
industry and philanthropy is noted as well as the great 
increase in governmental spending -- almost a doubling 
19. 
in the amount spent from 1952 to 1960. Table IV presents 
the federal program of medical research as analyzed in 
compar•tive percentages to total medical research expen-
ditures and national research and development expenditures. 
Table V analyzes the sources of federal medical research 
funds by governmental agency involved. 
Table VI is a composite presentation of actual 
federal research funds available for disbursement from the 
National Institutes of Health. As this agency of the Public 
Health Service is the major governmental granting group for 
undirected, non-governmental medical research funds, the 
noted increases in their appropriated funds is a good indi-
cation of the increases of funds available for independent 
research institutions as hospitals. 
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TABLE II* 
Gross National Product and Total National Research 
and Development 1930 - 1957 (in billions) 
Gross National Total National % Research and 
Year Product Research and Development i. 
Development of Gross Nat-
ional Product 
1930 91 .17 .2 
1940 101 .35 .4 
1950 285 2.90 1.0 
1955 391 6.80 1.7 
1957 434 10.00 2.3 
* p 20-(Table I) Final Report of the Secretary's Consultants on 
Medical Research and Education, Office of the 
Secretary, Department of Health, Education and 
Welfare, June, 1958. 
TABLE III* 
Source of Funds for Medical and Health Related Research 
(In Millions of Dollars) 
Prewar Postwar 
Source of Funds {1940) {1947) 1957 1960 est. 
Amt. % Amt. ~ Amt. % Amt. % 
Total 45 100 88 100 397 100 715 100 
Federal Gov't. 3 7 28 32 186 47 380 
State Gov't. 10 2 20 
Industry 25 55 35 40 126 32 215 
Philanthropy 12 27 15 17 56 14 81 
Endowment 5 11 10 11 19 5 19 
Total Non Fed-
eral 42 93 60 68 211 53 335 
*p.24 
(Table :11.), Report of the Committee of Consultants on Medical 
Research to the Subcommittee on Departments of Labor 
and Health, Education and Welfare, u. s. Government 
Printing Office, May, 1960. 
53 
3 
30 
11 
3 
47 
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Fiscal Year 
1950 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960(est) 
TABLE IV* 
Growth of Federal Program in Support of Medical and 
Health-Related Research and National Institutes of 
Health ~udget 1950-60 (In Billions of Dollars) 
National 
Gross Research National Federal NIH 
National and Medical Medical Medical 
Product Development Research Research Research 
%of !% of 1% of ··~of 
Gross Nat. Nat. Fed. 
Amt. N p Amt. R&D Amt- Med. Amt. Me d. 
Res. Res. 
284.6 2.9 1.0 0.148 5.1 0.060 40.5 0.026 43.3 
329.0 3.4 1.0 .163 4.8 .073 44.8 .030 41.1 
347.0 3.8 1.1 .173 4.6 .079 45.7 .032 40.5 
365.4 5.2 1.4 .203 3.9 .096 47.3 .038 39.6 
363.1 5.6 1.5 .225 4.0 .107 47.6 .049 45.8 
397.5 6.4 1.6 .240 3.8 .118 49.2 .059 50.0 
419.2 8.5 2.0 .285 3.4 .135 47.4 .071 52.6 
442.5 10.0 2.3 .397 4.0 .186 47.0 .125 67.0 
441.7 11.2 2.5 .491 4.4 .227 46.0 .157 69.0 
478.8 12.4 2.6 .587 4.7 .291 50.0 .210 72.0 
500.0 13.5 2.7 .715 5.3 .380 53.0 .284 75.0 
NIH 
Budget 
0.052 
.060 
.058 
.059 
.071 
.081 
.098 
.183 
• 211 
.294 
.400 
------· ---~-----~-
o~~o p. 77 (Table 22) ibid Table III 
I 
i 
i 
I 
I 
I 
. ' 
(\) 
ro 
• 
Agency 
Total 
TABLE V * 
Source of Medical and Health-Related Research Expen-
diture by Federal Agency 1957-60 (In Millions of 
Dollars) 
1957 1958 est. 1959 est. 
Amt. cfo Amt. % Amt. % 
1960 
Amt. 
186 100 227.2 100 290.5 100 379.8 
Dept. H.E.&:W. 138 74 179.7 79 236.3 82 314.2 
Defence 23 12 23.6 11 24.2 8 29.3 
A. E. C. 14 8 13.5 6 16.1 6 18.3 
V.A. 11 6 10.0 4 12.9 4 15.3 
Other .4 
-
1.0 
-
2.7 
* Table 3, p. 4 ibid Table IV 
23. 
est. 
~ 
100 
82 
8 
5 
4 
1 
TABLE VI 
Funds Appropriated, Available, and Obligated for the 
National Institutes of Health, Public Health Service, 1957-
1961 est. (in Millions of Dollars) 
24. 
Funds (fiscal year) 1957 1958 1959 1960 196l(est. l962(est.J 
J. 3 
Appropriations 
Public Health Ser. 535.2 569.1 757.1 839.3 1,031.4 1,094 
~Appropriations 
Nat•l Inst. of 181.9 210.0 287.2 389.3 546.1 Health 
Total Available 
Nat'l Inst. of 
Health 182.1 210.5 288.1 390.3 547.2 
Obligations 
Nat'l Inst. of 
Health 168.8 209.0 279.1 381.0 547.2 
1 
p. 9, Handbook on Progra~s of the u. s. Department of Health, 
Education and Wel~are, 1961 Edition, Office of Progra~ Analysis, 
u. s. Dept. of Health, Education and Welfare, u. s. Government 
Printing Office, Washington, 1960. 
2 
3 
P• 125 ibid 
p. 36, 1962 Federal Budget in Brief, Bureau of the Budget, u. 
s. Government Printing Office, Washington, 1961. 
3) Hospitals as Research Institutions 
The consideration of hospitals as research insti-
tutions in their own right appears to have developed only 
within the past decade. Teaching hospitals owned or closely 
affiliated with medical schools have always been involved 
with the research of the medical school staff and hence 
their research programs have tended to grow with the ex-
pansion of the available funds for research. Beyond these 
hospitals research in non-teaching hospitals has been and 
25. 
is a rather unknown factor and it is probably the exceptional 
non-teaching hospital that even today has a research program 
of any magnitude. Since the war, however, in response to 
the general prestige of research and the available funds, more 
hospitals are turning to research as part of their normal ac-
tivities. Dr. Steinberg of Mt. Sinai in 1950 felt that there 
is a growing school of thought that gives hospitals a three-
fold rather than dual function: 1) the care and treatment 
of patients; 2) education of the physician and staff; and 
today 3) conduct of a research program.11 
As will become evident, accurate estimation of the 
extent of hospital participation in today 1 s research effort 
is not yet possible, but available data does show the growing 
importance of their function. To cite several attempts to 
26. 
obtain working data on hospital participation in research, 
the American Foundation received answers in 1940 to an inquiry 
of 300 hospitals of over 50 beds indicating 30 had planned 
research programs. The answers ranged from feelings that 
research should be left to the teaching hospitals to the 
view that, nif • • • a hospital does not add something to the 
sum of medical advance ••• it has failed in its responsi-
bilities and its purpose." 12 This same Foundation in its 
study of medical research divided the exceptional, non-
teaching hospitals that have a substantial research repu-
tation into the following groups: 
1) Hospitals organized as part of other research in-
stitutions (e.g. the hospital of the Rockefeller Institute 
for Medical Research and the Clinical Center at N. I. H. 
2) II 
• • • large metropolitan general hospitals in which 
lines of research began by interested investigators in the 
laboratories have been extended to the wards and clinics 
in programs of coordinated experimental and clinical research" 
(e.g. Mount Sinai Hospital, N. Y. and Michael Reese Hospital, 
Chicago). 
3) Group Clinics (e.g. Mayo Clinic). 
4) Other exceptions resulting from unusual circumstances 
that led to a pioneering research program, and as a result 
affiliation with a neighboring medical schoo1. 13 
It is indicated from this study and will be further 
supported later that the great bulk of hospital research 
is concentrated in the medical school teaching hospitals. 
Whether the medical school affiliation led to research or 
a research program led to affiliation, the indication is 
27. 
that it is the exceptional hospital that manifests a strong 
research orientation and is not closely connected with a 
medical school. 
An attempt to obtain the extent of medical research 
in New England was conducted by the Federal Reserve Bank 
of Boston in 1956. The bank listed 6 medical Schools, one 
School of Public Health, and 400 hospitals in New England. 
Of 210 institutions participating in the survey, 62 institu-
tions spent 18 million dollars on research.* 
* This would seem reasonably near the total amount in 
dollars and in the number of involved institutions 
at the time. However there was only a so% response 
and possibly some double-counting. 
Their study further indicated that 46% of the funds were 
from state or federal sources, 32% from private sources, 
and 12% from the institutions• own operating funds. 14 
Further indications of the importance and extent of 
hospitals in the present research picture can be gleaned 
from Tables VII and VIII. Table VII presents the amount 
28. 
of federal "research funds to non-profit institutions up 
through fiscal year 1959. Although it is not indicated 
whether university owned hospitals are included in the 
educational or non-educational bracket, I believe one can 
assume that independently controlled, non-profit hospitals 
share a substantial portion of the 20% of federal funds for 
research that are not absorbed by the universities. Table 
VIII indicates the total expenditure for construction of 
medical schools and affiliated institutions since 1948. It 
is clear that affiliated or medical school owned hospitals 
account for over one-half this construction, therefore 
adding largely to the hospitals most concerned with research 
programs. 
TABLE VII * 
Federal Research Funds to Educational Institutions 
Compared with Funds to all NDn-Profit Institutions, 
1952-1958 (Millions of Dollars) 
li on-Profit Ins ti tu tiona 
Fiscal Year Total Amount Educational Amount Per cent 
1952 338 276 80 
1955 329 275 84 
1957 466 377 81 
1958 556 450 81 
1959 612 496 81 
p. 234, Table A-3, Appendix, Kidd, c. V., American 
Universities and Federal Research. Harvard University 
Press, Cambridge, Mass., 1959. 
TABLE VIII* 
Total Expenditure tor Construction ot u. s. Medical 
Schools (Puerto Rico Included) and Their Affiliated 
Institutions Since 1948 (in Millions of 
Dollars) 
Expend! tures 
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Total 
Expenditures Involving Expenditure 
Not Involving Federal for 
Type of Facility Matching Funds Matching Funds Construction 
~ducational & Research 222.7 318.4 541.1 
~edical School-Owned 781.) 
Hospitals 112.9 127.6 240.5 
~ffiliated Hospitals 340.6 467.9 808.5 
nstitutions Other Than 
iospitals Used tor 
Peaching and Research lO.l'l 32.8 43.5 
Total 686.9 946.7 1,633.6 
February 1 1960 
* p. 14, Table 5, Federal Support of Medical Research, 
Report of the Committee ot Consultants on Medical 
Research, to the Subcommittee on Dept. of Labor and 
Health, Education and Welfare, 86th Congress, 
Second Session, May, 1960. 
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A recent nation-wide survey to obtain data on the 
place of hospitals in the research community was conducted 
in 1958 under the joint auspices of the American Hospital 
Association and the National Institutes of Health. This 
survey covered 7,000 hospitals with a 50% return and 
divided those conducting research into three groups - under 
$25,000 spent for research, between $25,000 and $1001 000, 
and over $100,000. A detailed questionnaire was then sub-
mitted to those reporting research activities. Due to the 
incomplete data and the rapidly changing researCh picture, 
this study has not been published. However some of the 
general data and summary material relating to Boston is 
presented ln--·Wables IX and X. 
It can be seen in the summary Table IX that in 
1958 Boston hospitals had more of their total research 
sponsored by the federal government {64%) than was the 
average for reporting hospitals throughout the country. 
Also of all hospitals reporting, about 11% of the total 
funds for research was expended in Boston hospitals. 
Again in Table X can be seen the preponderance of 
research supported by federal funds in Boston compared to 
other hospitals in the country. This applies to both the 
loosely affiliated hospitals (64% federal funds compared 
TABLE IX 
Percentage of Total Research Funds Expended by All 
Reporting Hospitals by Source 
Hospitals' 
Total Own 
Total Private Funds Other 
~ Distribution of 
Funds - All Hospitals 100% 44.3% 13.8% 30.8% 
% Distribution of 
Funds - Boston Only 100% 35.0% 11.0% 24.0% 
% of Total Hospital 
Research Funds Expended 
10.8~ 8.5% 8.6% 8.5% By Boston Hospitals 
----------~~ ------
Federal 
43.5% 
64.2% 
15.9% 
State 
and 
Local 
12.2% 
o.8% 
0.7% 
~ 
t\:) 
• 
TABLE X 
Percentage Distribution of Fund Source for Research Expenditure 
For Boston Hospitals and For All Other Hospitals by Hospital Affiliation 
Hospitals Owned Independent Hospitals not 
Operated or Con- Hosp. That Play Affiliated wi1h 
trolled by a a Major Role 1n a Me d. School 
Total Medical School Med. School 
' Er_o_JZT"Lms 
A B A B A B A B 
No. Hospitals 
Reporting I Source ;eoa 18 40 1 79 7 489 10 ' i 
1) Private - Total 45.4 35.0 41.5 40.4 55.5 35.5 42.6 I 20.11 
Foundations 10.2 9.3 9.4 1.9 14.0 ~0.7 8.7 7.4 
Health Agencies 9.0 -o.-rr 10.9 5.6 9.9 6.1 7.4 5.0 
Other Non-Profit 2.3 2.4 1.6 1.4 4.6 2.8 1.5 1.5 
Educational Inst. 4.2 3.2 10.9 
-
3.0 4.2 0.5 0.7 
Hospitals' Own Funds 14.1 11.0 3.6 29.2 16.3 12.2 19.6 2.8 I 
Industry 5.6 3.5 5.1 2.3 7.7 3.7 4.9 3.4 
2) Federal - Total 41.0 64.2 49.1 59.6 41.3 64.2 35.8 76.7 
3) State and Local 13.6 .a 9.4 
-
3.2 0.3 21.6 3.2 
-
A. All Hospitals Reporting Excluding Boston 
B. Boston Hospitals (A (A 
• 
to 41% in other hospitals) and those classified as not 
affiliated (77% federal share compared to 36% in other 
hospitals). 
Although the American Hospital Association and 
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Public Health Service survey gives indications of research 
fund source for 18 hospitals conducting research in the Boston 
area, it points to some further anomalies in the hospital 
system and medical research in Boston. There is listed one 
hospital as owned or controlled by a medical school. Actually 
in Boston no hospital is owned by a medical school. All are 
independent state, federal, or municipal non-profit organiza-
tions with degrees of association with one or all three of the 
Boston medical schools. This association varies greatly, 
depending upon the relative strengths of the hospital and 
medical school, and the degree of teaching and research con-
ducted in the hospital under its own and medical school aus-
pices. A correct term to apply to Boston hospital-medical 
school relations is "a complex". 
My own study of research in hospitals in Boston has 
covered nine separate hospital entities in some detail and 
briefly surveyed over 40 other large hospitals to obtain an 
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idea of research magnitude in Boston. Using actual figures 
obtained through this study, the fiscal 1960 listing of N.I.H. 
15 
grants and estimates using the 1958 survey figures where 
other data was not obtained on the valid assumption that 
researCh expenditures in a hospital do not as a rule decrease 
today, a reasonable distribution of magnitude of research in 
hospitals in the boston area is compiled in Table XI. To 
consider the actual magnitude of expenditures by these hospitals, 
the total research expenditures reported from all sources 
in the AHA-PHS 1958 survey was $10.3 million for the 18 
reporting hospitals.* At tne present time the research outlays 
of} the eight major teaching hospitals in the "over $5001 000 11 
category in Table XI is in the range of $11 - $13 million 
dollars. Thus the often heard axiom that Boston is the 
medical research center of the country is supported further 
by this survey. 
* This would be reduced to 15 hospitals if double counting 
of related hospitals in a complex is dropped as I 
have done in Table XI. 
TABLE XI 
Magnitude of Research Outlays of Boston Hospitals by Affiliation 
Some Amount of Research 
Research 
Affiliation* Reported{!* 0-$25,000 $25,000-100,000 $100,000-500,000 
Major Teaching 
Hospital 1 
Affiliated with 
a Medical School 2 5 3 
Independent 6 3 1 
~~ This differs from the AHA-PHS survey distribution as I felt appropriate 
as a result of my study. 
{H~ This considers research conducted on the staffs' own initiative or with 
some hospital funds as reported by the hospital - no outside grant. 
over 
$500,000 
8·:}~~-~ 
-:HB~ These hospitals are: Beth Israel, Boston Lying-In, Children's Medical Center, 
Massachusetts General, Massachusetts Memorial Hospital, Massachusetts 
Mental Health Center, New England Medical Center, and Peter Bent Brigham. 
The Boston City Hospital complex should possibly be included but with 
no available data I have put it in the $100-500,000 group of the Major 
Teaching Hospitals. 
I 
I 
I 
CN 
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Section II 
The Sources of Funds and the General Terms and Conditions 
Accompanying the Research Dollar 
Hospitals with research activities in the medical 
sciences face a very diverse number of possible sources 
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from which an investigator or an institution itself can 
obtain research funds. Almost all hospitals find it a 
necessity to finance most if not all of their direct research 
expenditures from external sources. This use of external 
funds for on-going research presents two different and 
often entirely separate sets of problems to the hospital 
and its personnel. One is the problem the investigator 
faces as he continues his one or several research projects. 
He must be able to obtain the material and technical help 
he needs in the most convenient and direct way and he must 
always be aware that the funds he is using are transitory 
(i.e. they are rarely given for more than three years, in 
which time he must justify his use of the funds by results; 
in the case of government sources the funds are on an "as 
available" basis even though the policies of government 
agencies have minimized the danger of unexpected withdrawal 
of support). The second problem is faced by the aili~inistra­
tion as to how to deal with these grant funds in fairness 
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to the granting agency, the investigator, and the institution. 
How these problems are solved depends to a large 
extent on the nature of the grant under which the hospital 
research is operating and the sophistication and rapport 
of the investigators and administration involved. As is 
evident from this study* each hospital has taken the research 
fund mix that it has active at present and the personnel 
involved and developed its own solution to the two problems 
and their interrelation in its own unique way. 
Non-profit hospitals and their investigators have 
available to them all the present sources of research funds. 
The predominant sources of runds are, of course, the govern-
ment agencies - primarily the National Institutes of Health. 
However it is evident that the foundations, voluntary health 
agencies, gifts, universities, and the hospital itself 
all are important factors to varying degrees in hospital 
research financing. 
Although each granting agency has its own method of 
disbursing research funds, the external funds to hospitals 
generally can be grouped into three categories: 
* See Section III 
1) Grants to investigators for work of their own 
choosing - the project grant. 
2) Negotiated contracts for designated research at the 
impetus of the granting agency - usually to a specific 
investigator. 
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3) Funds to the institution itself either for use at its 
own discretion, for designated purposes as construction, or 
for research in a given area. Hospitals and their investi-
gators thus are faced not only by various sources of funds, 
but by the above three general types of grants in all their 
possible variations. 
1) The Government Sources: 
a) The major sources of government medical research funds 
to hospitals outside of the Public Health Service are the 
A.E.C. and the branches of the Department of Defense.* 
Though both agencies have a grant program, most of their 
funds are contracted for basic and applied research oriented 
to the agencies overall purpose. 
* The research funds of the Veteran's Administration are 
utilized in the V. A. Hospital system. 
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In hospitals these grants are given to an individual 
investigator as the responsible authority for expenditure 
of the funds. The principle investigator in large grants 
may be the research director of the hospital's research unit 
or program director. Hence the investigator may be directly 
or indirectly involved in the project itself. ~hese 
research contracts are negotiated with the investigator and 
the institution on a full cost basis in accordance with 
Circular No. A-21 of the Federal Bureau of the Budget, 
specifying the policies for government external contracts 
(this Circular excludes the National Institutes of Health). 
The actual breadth allowed granting agencies by the Bureau 
is evident from the following: " ••• 'the extent of agency 
and institution participation in the financing of a particu-
lar research and development project is properly the subject 
of negotiation between the particular agency and the educa-
tional institution concerned. '"16 Thus costs of the research 
other than direct expenditures can be a negotiat,ed, actual 
audited overhead rate of the research area, though often 
it is contracted as a percentage of direct salaries and 
wages. 
The major consideration for a hospital in accepting 
these contracts, aside from the restrictions they may place 
on the investigator, is that they are on a reimbursable 
basis. Thus a hospital incurs a month's or more cash 
outlay for the conduct of the investigation before it sub-
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mits vouchers for reimbursement; generally these refunding 
periods are at the institution's discretion. 1he grantee 
institution is also subject to a yearly audit. 
b) The Public Health Service and its arm the National 
Institutes of Health constitute the research supporting 
agency that has allowed hospitals to double and often treble 
their researCh activities in the past three to five years. 
As it is the largest source of external research funds, one 
sees evidence that its policies and procedures for grants 
are often the pace-setter for smaller groups that are in 
the project grant area (as some foundations and voluntary 
health organizations). Although N.I.H. does conduct its 
own intra-mural program at Bethesda, Maryland and has con-
tracted research with hospitals, the statutory authority 
for the extramural program of N.I.H. permits its fund 
distribution for projects. 
The research grants program initiated in 1946 has 
been a spectacular indication of growth of the nationa,l commit-
* ment to basic research. As a result of this magnitude of 
* Tables 4, 5, and 6, pp. 22, 23 and 24 respectively. 
funds, the effect of their granting policies are a primary 
determinant of an ins~itution's method of handling grant 
funds and the investigator's orientation towards his 
research. 
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To consider briefly grant application procedure for 
N.I.H. since it is the major source of research funds, the 
investigator has at his own initiative to submit a research 
proposal usually through the established hospital lines of 
authority.·:!- As indicated on the sample application the 
institution and the principle investigator accept respon-
sibility for the funds in accordance with regulations and 
procedures set down in "Policy and Information Statement 
on Research Grants, Grant and Award Programs of the Public 
Health Service, 1959, Volume I". However once a grant has 
been approved and is active, the funds can be expended by the 
principle investigator as he sees fit: 
* 
The purpose of these grants is to encourage and support 
research and investigations in health, medical, dental, 
nursing, sanitary engineering, and allied fields, 
including the effective development and utilization of 
hospital services, facilities, and resources, and for 
promotion of the coordination of such experiments and 
demonstrations, and the useful application of their re-
sults. These programs are not intended to replace 
See Appendix for a sample application of N. I. H. 
support from foundations, private philanthropy, or 
private health organizations in the scientific fields 
related to health problems; rather, they are intended 
{1) to expand research activities throughout the 
country, and {2) to encourage investigators and insti-
tutions to undertake research in neglected areas. In 
carrying out these objectives, the aim of the Public 
Health Service is to promote the highest ~~ality of 
research without interference or control. 
At present the investigator usually has the use of 
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one grant fund for three years - i.e. two annual renewals -
before he must apply on a new grant on an equal competitive 
basis with other grant applications. Upon renewal progress 
reports (or reprints of published material that covers 
the work supported) are required as well as reports at the 
termination of a grant's active life. 
The hospital or institution has the responsibility 
for seeing that funds are expended on the authorization of 
the principle investigator in accordance with Public Health 
Service policy as set out in Volume I.* The broad outlines 
of policy dictate to a degree investigator and institution 
expenditures: 
* 
In general, grant funds may be used for the following 
categories of expenditures: Professional and non-
professional personnel, permanent equipment, consumable 
The methods used by hospitals will be set forth in Sec-
tion III. 
supplies, travel, other expenditures (which do not 
fall into the specific categories) and indirect 
costs.l8 
Regarding the control of expenditures on active grants: 
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For the purpose of evaluation of applications for grants, 
proposed direct costs must be broken down by category 
of expenses, i.e., personnel, permanent equipment, 
consumable supplies, travel, or other expenses; however, 
after a grant is awarded to the grantee institution, the 
expenditures for direct costs of the approved project 
may be made at the discretion of the grantee, without 
regard to category distribution. These expenditures 
must, however, be made within the overall policies 
of the gl~tee institution and of the Public Health 
Service. 
More specifically the administration of each hospital at 
the termination of every year of a research grant must 
submit a financial report of expenditures from each grant 
and submit to an annual audit by Public Health Officials.* 
Thus each grant must be recorded independently with full 
records of expenditures available. Indirect costs can be 
taken at the grantee's option up to 15% of direct expendi-
See Appendix for a copy of the Expenditures Report -
Research Grants, the Division of Research Grants, 
N. I. H. 
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tures, as incurred, up to the first $2,500 expended on major 
items of equipment. It is estimated by the Public Health 
Service that this is the equivalent of about 25 - 30% of 
total salaries and wages paid on a grant. 
At present there seems to be an attempt to combine 
several grants to outstanding investigators into a single 
block grant. As far as could be ascertained this is not 
generally available at present, but it will probably not 
affect the methods of administration of a grant as far as 
the institution is concerned unless a full cost basis is 
adopted also.* 
.c) One other federal agency assuming some impor-
tance in hospital sponsored research is the National Science 
Foundation. These research grants are on a broadly con-
ceived project basis (in accordance with the N.S.F. Act of 
1950), and are for the support of basic research in all 
areas of science. In many aspects they are similar to N.I.H. 
~~ This summary does little justice to the scope of the 
research sponsored by the Public Health Service as it 
omits consideration of special types of grants from 
various Institutes, research facility construction 
funds, the small grant program, and fellowships and 
training grants. However most of the actual research 
done in hospitals will be from funds of the type dis-
cussed. 
grants. They are,in formal outline,proposals submitted by 
an organization on behalf of a principle investigator and 
support may be requested for up to five years. As to ad-
ministration of research grants: 
The Foundation assumes that once a grant is made the 
principal investigator, operating within the policies 
of the grantee institution, is in the best position 
to determine the means by which the research may be 
conducted most effectively. Accordingly, the pri1:1ary 
responsibility for the administration of any grant 
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is shared by the grantee and the principal investigator. 
The Foundation wishes to avoid any action which might 
diminish the responsibility of the grantee and the invest -
igator for making sound scientific and administrative 
judgements. • •• 'l'he primary concern of the Foundation is 
that granted funds be used in a manner which will make 
a maximum contribution to the progress of science. It is 
expected that grantees and investigators also will direct 
their efforts to this end.20 · 
As with grants from the N.I.H. these funds are paid 
on an advance basis so no cash drain need be experienced by 
the institution. Indirect costs may be taken up to 20% as 
a standard flat rate of direct costs unless this rate would 
exceed a negotiated rate approved by a federal agency for 
government sponsored research. The general accounting 
procedure outline is set down as: 
While no particular classification of accounts is required, 
it is expected that gr&~tees will maintain records for 
each grant, in accordance with generally accepted account-
ing practices, that will permit preparation of the re-
quired fiscal reports and make possible the determination 
that grant funds were used for the general purpose for 
which the grant was made.21 
d) Funds from state and local sources for direct 
research expenses has been minute when viewed in the total 
context, and there appears to be no organized progra~ for 
sponsoring research at least in Massachusetts. However 
the liberal policy of the State of Massachusetts in regards 
to Public Health supported hospitals has made the state a 
significant supporter of research. In a.ll Public Health 
hospitals in Massachusetts research conducted with ex-
ternal grant funds is not charged overhead by the hospital. 
It is state policy to pay indirect expenses for all research 
projects conducted under their auspices, making the state 
a substantial contributor to the research effort of the 
several major state research hospitals.* 
2) The Private Sources: 
a) The foundations are one of the major sources of 
private funds for research in the life sciences and histori-
cally were one of the major factors in creating the basis 
for the present day expansion of medical research. Today, 
though the amount of their contribution has increased 
steadily, their share of support has been dwarfed by the 
* See Section III for the methods utilized by state and 
municipal hospitals for dealing with grant indirect 
cost allowances. 
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large outlays from the government and industry.* 
Traditionally medical research has been a major 
field of support by the foundations. In a listing of 54 
of the larger foundations studied by Kiger in 1954 23 , 28 
are listed as interested in medical research as part of 
their areas of support.24 However since large outlays 
for research have become available in the medical field 
from other sources, many foundations, if not moving into 
unsupported areas, have turned their funds to medical edu-
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cation and have on occasion given long term and unrestricted 
grants to universities for this purpose. 
It is impossible to generalize on foundation support 
as each foundation approaches the problem of giving away 
money as best suits its own charter and trust§es. Of those 
-!!- Scientific Research Expenditures for 37 Foundations: 
The Medical Sciences - 22 
1939 
1946 
1953 
Amount 
$2,877,000 
4,027,000 
6,572,000 
% of Total of Foundation 
Research Expenditures 
5.9% 
9.1% 
5.6% 
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foundations interested in medical research and hence available 
as a source of funds for a hospital's on-going research 
program, there are two methods of support possible. One 
method is a general grant for research training or investi-
gation to a university for disbursement to personnel working 
in institutions affiliated with the university. 1ne other 
method by which hospitals receive foundation aid is by 
support of investigators or by support of general subject 
areas through the hospital itself. These project grants 
are often informally constructed as many foundations have 
no set rules of operating policy. Hence the institution 
and investigators often have great latitude for disburse-
ment. 
However suggestions of a lead by the N. I. H. in grant 
terms and conditions is indicated by correspondence received 
from nine foundations listed in Kiger's book 25 as represent-
ative of the larger foundations and indicating interest in 
the life sciences .~r- Although grant duration is not uniform 
within a foundation, the average term is indicated at about 
~~ Fu These were The Cormnonweal th nd, Milbank Memorial Fund, 
John and Mary R. Markle Foundation, Life Insurance 
Medical Research Fund (included here as a result of 
functional similarities to f9pndations), W. K. Kellogg 
Foundation, The Rockefeller i'oundation, Josiah Macy Jr. 
Foundation, Alfred P. Sloan Foundation, Olin Foundation, 
Inc. and the John A. Hartford Foundation. It should be 
noted that the primary interests of most of these found-
ations is not medical research projects, per se. 
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three to five years with annual reports and renewal pros-
pects. 'lhey are generally given to an investigator or to an 
institution for work along lines of interest to the founda-
tion. Overhead allowance varies from a no allowance policy 
upward to 15% of direct costs for those that have a stated 
policy. As a rule foundation aid has a broader scope than 
government grant funds and appears to enjoy a more informal 
institutional relationship. 
Of special interest to hospital researcn undertakings is 
the John A Hartford Foundation, Inc. of New York. This foun-
dation has directed its funds exclusively to accredited, 
tax-exempt, voluntary hospitals or related institutions. It 
has followed the general pattern of a three year maximum on 
grants with renewal prospects. Other terms are negotiated 
on the budget submitted by the institution on the study to 
be undertaken. Indirect costs may be included on all items 
except equipment and the cost of hospitalizing patients for 
prolonged study and treatment. 
b) Voluntary Health Organizations are a second major 
source of private funds for research. These groups are usually 
committed to one or a group of diseases and raise their funds 
through public contribution. However, due to t~e necessity 
of public fund raising, research support in these groups is 
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often secondary to other objectives as control and treat-
ment in the specific field or disease and the education of 
the medical profession and public.* 
As with the foundations these groups vary in their 
internal policies and among themselves with respect to the 
methods of distributing their research dollar for the great-
est potential return. Several of the larger organizations 
publicly recognize the need of tailored funds to suit diff-
erent research needs and opportunities, and hence their 
grants may be disbursed through fellowships or stipends, 
grants-in-aid, departmental or institutional grants, and 
contracts. However the grant-in-aid to investigators seems 
to be the most prominent form of research sponsorship (not 
including the research fellowships). Tnese grants are admin-
istered in much the same way as the Public Health Service 
grants{r~ but since limited funds are available, the grants 
are in general smaller in magnitude and of shorter duration, 
running from one to five years always with renewal prospects. 
Overhead allowance for grants varies up to a maximum of 25% 
of direct costs expended and the funds are usually prepaid in 
The trend of research support by eight Voluntary Health 
Organizations can be seen from Table XII on the following 
page. 
See the Appendix for an example of administrative procedure 
of a Voluntary Health Organization in nAdministrative Guide 
for Financial Officers disbursing Research Funds Awarded 
by The American Heart Association". 
TABLE XII 
Trend of Support of Medical Research by the Major Volun-
tary. Health Organizations (Millions of Dollars) {~ 
Ratio 
Health Agency 1950 1956 1958 1950/1958 
National Foundation 2.3 3.1 3.3 1.4 
American Cancer Society 3.8 7.7 8.6 2.2 
National Tuberculosis Ass'n. .2 .8 .8 3.7 
American Heart Ass 1 n. 1.2 6.2 8.9 6.9 
National Society for Crippled 
Children and Adults .1 .1 .3 2.5 
United Cerebral Palsy Ass'n. .5 .5 462.0 
Muscular Dystrophy Ass'n. of 1.4 2.5 108.4 
America 
National Ass'n. for Nlental .1 .7 16.7 
Health, Inc. 
Total 8.0 20.4 25.7 3.2 
* p. 26, Table 11, Federal Support of IVledical Research, 
Report of the Consultants on Medical Research to the 
Subcommittee on Departments of Labor and Health, 
Education and Welfare, May, 1960. 
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a lump sum or in installments to the institution. ·:t-
3) Industry, though an important source of private research 
funds, apparently plays a small role in sponsoring research 
in hospitals. Wnile funds are available for supporting in-
vestigators, especially in the pharmaceutical field, it is 
my opinion that what grants industry does supply to hospitals 
for on-going work is nominal when the total outlays of 
~ndustry for medical research is considered.·:!--:~ Their funds to 
investigators are often on an "As Needed" basis for work in 
which the company has taken an interest. An indication of 
the extent of medical research sponsored by industry in 
independent institutions is given in a 1952 survey of 191 
companies including nine major drug companies. Here it can 
be seen that most research funds in the drug industry are 
absorbed in their own laboratories: 26 
* An exception to this is the National Foundation that 
allows 46% indirect costs on the first $10,000 or less, 
plus 38% on amounts between $10,000 and $30,000, plus 
6% of any amount over $30,000. 'I'he 25% indirect cost 
figure is from the American Cancer Society. 
** See Appendix for the 1958 and 1959 sources of research funds 
for the Massachusetts General Hospital and note industry's 
place in their research pie. 
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All firms: Drug Industry: 
1951 1952 est. 1951 1952 est. 
Number of reporting firma 191 ---- --g ----
Cost of all research as a 
'fa of net sales 1.3~ 1.4% 5.1% 5.1% 
Company financed research -
% of sales 1.1% 1.3% 4.9% 4.9% 
% of this research outside 
2.0% 2.2% 8.2%. 8.4% the company 
% done by nonprofit organ-
58.6% 61.5% 100.0% 93.4% izations 
Distribution 
% to improve present pro-
46.1% 18.0% ducts 
% to create new products 43.7% 56.1% 
% to support uncommitted 
programs 4.5% 12.1% 
4) Other Sources 
a) Gifts from individuals are a small but significant 
part of many hospitals' research financing as they are a~ong 
the most unrestricted of funds available. These are usually 
given to an individual investigator for use at his discretion, 
or given to the hospital itself for general or specified 
purposes. Hospital policy varies as to methods of handling 
these funds, but whether given to an investigator or the hos-
pi tal, quite often they are charged full overhead. 'l'hey 
are utilized as emergency or general funds for the needs of 
the investigator, for studies in areas that do not have 
regular financial support, or as part of the general research 
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fund of the hospital. On the whole they are used completely 
at the discretion of the hospital or investigator with no 
necessary accountability to the grantee and, in the case 
of the investigator, to the institution. 
b)· University funds and ~rants to universities are a 
major factor in the on-going research of many teaching hos-
pitals. If a teaching hospital is closely integrated with 
a medical school, there is the _opportunity for the staff 
personnel of the hospital, who hold comparable medical school 
appointments, to do research with university funds and grants 
to the medical school. There is frequently a further infor-
mal relation since personnel from a school can have active 
research underway at an affiliated hospital without the use 
of hospital administered funds. An estimate of the extent of 
this "research overlap" for a major teaQhing hospital sur-
veyed in this study was 10-15% of the budget for direct re-
search funds handled through the hospital. However if all 
utilized research funds were considered as medical school 
grants, fellowships, independent income used for research, 
etc., the amount rises to 20-30% of the budget - twice the 
volume. To obtain an accurate accounting of this type of 
research interplay is in many cases impossible as the hospi-
tals themselves often do not try to control it. 'l'he adminis-
trator of one hospital commented: "Every so often we get a 
check from Medical School for overhead reimburse-
-----
ment for some work tnat Gas been done here. We make no 
effort to keep track of this type of thing." This is 
associated with some hospital problems to be discussed 
later in Section III. 
c) Hospital funds tnemselves can be considered an 
internal source of support for resear.ch. At present a most 
important consideration for any hospital conducting a re-
search program is the additional expense to the hospital. 
Although many major teaching hospitals do have portions 
of their own funds delegated to research under their 
auspices, it is the "hidden" expenditures for indirect 
costs of the research active in the hospital that will 
present a consistent drain on hospital funds. Thus with 
the present policies of granting agencies some degree of 
the sponsorship of the hospitals research program will be 
carried by the hospital. 
5) Pros and Cons of Grant Sponsorship of :Medical Research 
In the earlier days of research, grants formed a 
supplementary source of funds for an investigator and were 
viewed by both the investigator and the institution more 
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as a gratuity than as a sine qua non. Today, however, 
grants form the backbone of medical research, and as evident 
from the above summary of courses the field is dominated 
by what has been called "grantitis". 1his methodology 
has been well discussed in all its aspects, but as yet 
no remedy has been found to mitigate the evident harmful 
effects and yet retain the necessary benefits accruing 
from this method of distributing research funds. 
The reason for initiating a grant methodology for dis-
tribution is easy to understand from the grantor's point 
of view. No agency and especially the government cares 
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to restrict its funds by long term guarantees of support when 
an investigator's output is not guaranteed. By giving 
limited term grants, flexibility is retained to support 
other and more promising projects and for other investi-
gators if the need should arise. ~ven foundations that 
support occasional long term projects are very careful in 
fund placement for tne maximum return and free grant funds 
are often placed at the disposal of a research committee 
for distribution rather than at an individual's discretion. 
Besides the flexibility given the grantor in choosing 
what investigator and project they will support, the limited 
term grant places the investigator in the position of pro-
ducing results or losing his support. Professor Kerr of the 
Illinois Institute of Technology recently conducted a study 
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indicating"··· that absolute freedom with little super-
vision and pressure is not productive of results and that 
research requires the freedom of environment of art rather 
than the discipline of a large organization. 27 * 
Thus the grant system suppliesan impetus to produc-
tive work if the pressure is not already generated either 
internally or from colleagues. 
The dangers inherent in the system were well stated 
by Isaac Starr recently in "Hospital Management". 28 He lists 
six dangers in the grant method of fund disbursement. 
1) That money more or less predicts what research shall be 
done and that it will be turned into unprofitable channels. 
This danger I believe is minimized by the present liberal 
policies of most granting agencies as the National Institutes 
of Health. 
2) Converting an investigator into an executive to raise 
money and manage his project. This is a very real and 
detrimental fact in grant research; especially if an in-
* He also feels that the atmosphere supplied by the small 
hospital can perhaps readily fulfill the needed 
environment of research as he sees it. 
vestigator is concerned with two or more projects. It is 
also one of the most difficult to deal with in the grant 
system. 
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3) Separating the investigator from his facts by supplying 
research workers with organizations. This is true in large 
grants but l believe an effort is made to keep grants within 
a manageable size. It is also concerned with the capabilities 
and des1res of each individual investigator. Some workers 
would prefer a small group with time to "get into the lab-
oratory" and hence need funds tailored to this. Others 
function better as consultants on a large number of projects 
going on under their auspices -- hence tailored grants are 
needed here also. This separation of investigator from pro-
ject is to my mind more a matter of temperament than an 
aspect of the project method, but granting agencies should -
and probably do - take it into account. 
4) 1be investigator will be corrupted into rushing into 
print with exaggerated claims and money raising will become 
an end in itself rather than a means. These are always 
dangers that may be enhanced by the project method, but in 
my opinion those people susceptible to these tendencies will 
suffer from them under any system. However the project 
methodology makes these dangers more real than the;y should 
be, to the detriment of much research. 
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5) That research money will draw people away from teaching 
and damage the medical schools. This imbalance of funds 
for research over the teaching and clinical aspects of medi-
cine is prominent today. Some hospitals with large re-
search programs are now facing the decision of how much 
research can be afforded without weakening the teaching 
and clinical aspects of medical sciences.* 
6) That unusually difficult problems will not be attempted 
and goals to be attained are restricted by 1) the assistant's 
limitations and 2) the term of the grant. Again as in 
Starr's fourth danger these are problems research investiga-
tors will face under any system but are enhanced with the 
limited term grant. vn th today' s liberal grant policies 
I am sure problems and goals selected are largely up to the 
investigator. The problem is to convince a granting agency 
of its worth and promise - this may take months of typing 
and selling a project. 
* See Section III for an enlargement of this. 
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6) Discussion: 
1'he primary concern of medical research financing 
today as in the past is how the available funds are to be 
placed most advantageously in the hands of capable invest-
igator~ As most research funds are from independent or 
federal granting agencies, it follows that the policies 
these groups develop in disbursing their funds is a primary 
determinant of how effective the national medical research 
effort will be. As is evident from the above discussion, 
medical research financing is almost exclusively through 
the use of project .grants. There is no denying that the con-
cept of project financing has undergone major modifications 
in the past several years, primarily a result of the lib-
eral and knowledgeable development of the Public Health 
Service grant and awards programs. However some of the 
major shortcomings of this method as indicated above have 
not been removed, only mitigated by this policy liberali-
zation. 
These shortcomings of the present project system 
are felt primarily by their impact on the investigator and 
the performance of research. Since the institution acts 
primarily as an intermediary between the 6rantee and grantor 
its functional effect on the research though not slight 
(especially at inception) is secondary. 
The project system is accepted as the best method of 
insuring the highest quality research for the research 
dollar since the investigator must produce results or face 
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non-renewal of his source of funds. 'l'he question arises how-
ever as to whether the standards of a business oriented 
economy can best serve the interests of research. Research 
is a careful and thorough search for new facts and the satis-
faction derived is in seeing one's contribution to the 
existing body of knowledge. Research is not a year to year 
series of projects, but a lifetime search usually in a special 
area of interest. Although this is certainly realized by 
granting agencies personnel, the agencies' policies do not 
~r 
always seem to follow the needs of on-going research.' With 
the exception of the few outstanding investigators who can 
raise money at will, most research workers are dependent 
upon their ability to "sell" granting agencies on their past 
* It should be noted that the weaknesses in the project 
system stem from the initial grantor charter or 
government regulation rather than from the personnel 
administering the funds. 
work and future projects for the continuing availability 
of funds for their work. In addition many investigators 
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and their families are entirely supported by their temporary 
grant funds and hence it is necessary every year or so to 
stop work and move out into the market to raise funds. 
Of course the quality of research is best served by 
financing those workers who have proven productivity and 
this can only be accomplished by periodic review of work done 
and in progress by competent colleagues. However, the gear-
ing of this necessity to a three year project basis in all 
cases is, I believe, on balance more debilitary than 
advantageous. It can contribute to a lower quality of re-
search by placing the average worker in a continuous state 
of uncertainty and by preventing the development of a re-
search team well integrated through long association. 
I would suggest initially a modification of support 
methods by the Public Health Service primarily. Rather than 
the present two step research career - from one of the plen-
tiful fellowships to a three year grant basis - a three stage 
possibility ::h ould be introduced. By the introduction of 
continuous support, variable block grants to principle in-
vestigators of proven and accepted ability, many opportuni-
ties would be opened for other workers to obtain permanent, 
well-paying positions and the creation of a stable research 
group would be facilitated. These block grants could cer-
tainly be subject to yearly review for on-going work and 
for budget modifications, however any substantial decrease 
in the support if not included in the yearly negotiated 
budget should be reported to the investigator at least one 
year in advance. In conjunction with widely spread, diver-
sified permanent support for high caliber investigators, 
grants should be available on a three to five year basis for 
those between the fellowship and block grant stage who do 
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not wish to join presently existing research projects. This 
also would keep a measure of freedom to change the supported 
projects as more productive and promising ones were submitted. 
Another aspect of the project system in the medical field 
that is much discussed today is the feeling that research 
grants are of a grant-in-aid type for research work that would 
normally be conducted within the institution. In the grantor's 
funding of a project, they are committed to making available 
the funds the investigator felt was needed, plus an addi-
tional amount for the institution's use in defraying some 
of the indirect costs. Although the grant system of sup-
port itself is an important and useful method of efficiently 
financing beginning and a good deal of on-going 
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research, it would seem that with the magnitude of funds 
present and available in today's research world, the grant-
in-aid concept per se is obsolete. 
To consider just research in hospitals the magnitude 
in absolute dollars frequently has doubled if not tripled 
in the last three years as a result of increased N. I. H. 
spending accompanied by the other results of public interest. 
And when one considers that in teaching hospitals in the 
Boston area research expenditures are today averaging about 
10 - 20% of the total hospital budget with from 50-100% 
of funds coming from the government, the question arises as 
to the applicability of the grant-in-aid concept to these 
institutions. It would seem evident today that the govern-
ment is fully committed to the continued support of the 
research in these large institutions and hence should consider 
itself a full supporting partner with them. An adoption of 
a full cost policy on an institutional basis for research 
sponsored by the Public Health Service is a practical neces-
sity of today. 
The American Cancer Society has adopted what seems 
to me one of the most progressive programs for distributing 
their research dollar. Besides the availability of 25% of 
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direct costs for overhead, they tailor their grants among 
project grants, program grants, institutional research 
grants, and contracts for research to suit the research sit-
uation. 'l'heir rational is that 11 ••• if research on cancer 
is to be truly imaginative and fully productive, the pro-
cedures for requesting and making a grant - and the rules, 
regulations, and form of the grant - must meet the unique 
requirements of the research proposed, and not vice versa. 1129 
I think it is to the advantage of all granting agen-
cies to consider this approach. One, rather than using the 
limited hospital, university, and institute funds for sup-
porting the overhead of research or for accepted on-going 
research, these funds could best be used for venture capital 
to 11 get the pot boiling" on some new idea or for financing 
unproven investigators. And two, each research project is 
considered as unique and the funding of it is tailored to 
its, the investigator's, and the institution's requirements. 
Section III 
The Handling of Research Funds by Hospitals 
As indicated in Section II, hospitals are becoming 
increasingly oriented to research as a part of their 
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medical function in the community. It was also shown that 
the amount spent for research primarily in teaching hospitals 
has become a significant factor in the medical research 
picture. Teaching hospitals, as a result of their close 
association with medical schools, are in a natural position 
to assume prominence in a medical school - hospital, teach-
ing and research center. And in an education oriented 
community such as Boston, there is a tendency for all hosp-
italsto become at least very aware of the role hospitals 
can play in contributing to the advance of medical knowledge. 
Since the teaching hospitals have a prominent position in 
research in Boston, the following presentation will be con-
cerned primarily with them. However the growing position of 
research in non-teaching hospitals throughout the country 
should not be underestimated simply because of the situation 
in Boston. 
As research is primarily an individual function, whe-
ther the work is done in isolation or in groups - and is 
financed from external sources, the role of the hospital in 
fund handling can perhaps best be viewed as that of an 
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intermediary between gran tor and grantee. 1'his will be 
a useful viewpoint as far as grant fund financing and 
accounting controls are concerned. 'l'he actual involvement 
of the research worker in the hospital is another matter. 
The research investigator, working in the hospital with 
funds from one of the numerous grant sources, will have the 
degree of active participation with the hospital services 
as his position requires. Consequently how the majority 
of the hospital staff relates to the research activities 
will often depend upon the position, in the broadest sense, 
the research workers hold in relation to the hospital medical 
services and itsteaching program. 
1) The Organization of Research in Hospitals 
a.) 1'he physical plant. 
As would be expected, the amount of research area, 
the positions of the investigators, and the degree of research 
orientation show no uniformity in Boston hospitals. In most 
cases before the 1950's research grew with the hospital and 
the research program evolved with the staff interests. 'l'he 
research unit therefore was no unit at all; the investiga-
tors worked in laboratories associated with the clinical ser-
vices, with the medical school, or scattered throughout the 
hospital. Today hospitals with a long research history may 
still have much this type of organization in the hospital 
although with much increased research capacity. In these 
major teaching hospitals the research areas expanded as 
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funds became available for converting more areas into labora-
tories, by building annexes for specific projects, or simply 
by relocating services in the hospital. 
In the past five years however there is a definite 
trend to develop a separate building for research or set 
aside a definite area in the hospital for the laboratories. 
Although the scattering of research areasthroughout the hospi-
tal is still present in many hospitals, a good number of the 
major teaching hospitals in Boston today have special build-
ings or areas set aside specifically for research. This trend 
toward a separation of research areas from the rest of the 
hospital leadsto definite advantages as in cost control, but 
may tend to isolate the research workers from the hospital 
more than is the natural tendency. 
As a result of the large outlays available today for 
research and research construction, a few hospitals in the 
Boston area are facing the problem of how far to allow research 
areas to expand. With the imbalance of funds available for 
research it would not be difficult to allow research to gain 
complete ascendancy over other hospital services, to the 
detriment of the clinical and teaching areas. 1he few hos-
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pitals that have faced this in their research expansion 
are searching for a balance between the clinical services, 
teaching, and research. The question is not as yet of major 
concern to most hospitals,however, but it is certainly to 
be kept in mind as investigators scramble for expanded areas 
and more funds ·.fur their projects. 
It is interesting to note that recently one major 
teaching hospit~l has re-appraised its role entirely. It 
plans to hold its inpatient load to the present level, if 
not reduce the number of available beds, and expand only 
its research area. 1hus it will become primarily a teaching 
and research hospital utilizing for teaching and study out-
patients referred from other hospitals. 1his is exceptional; 
most teaching hospitals are intent upon keeping their 
research in balance with their clinical services and teach-
ing. However, what is the best balance between the three 
functions in a given hospital is a unique problem facing all 
hospital administrators. No one knows when a hospital with 
a research program becomes a research institute'with patient 
study facilities. 
b) Research Administration and Organization 
In conjunction with this separation of research areas 
from the general hospital services comes the p~oblem of the 
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best way to administer these areas. What can be called a 
convergent method{*' involves simply expanding the existing 
administrative structure to cope with the expanding research 
facilities. This is true generally when the research 
laboratories are scattered through the hospital. The other 
extreme would be the divergent method whereby a semi-indepen-
dent administrative structure is developed in the research 
area. This is the trend in hospitals with associated re-
search institutes. However in hospitals with this method 
of administration it was found that although the research 
building had its own administration, the hospital still 
acted as the fund disbursing agent and purchases and hiring 
were usually done through the respective hospital offices. 
The research unit developed in this case should be _viewed 
more as a sub-unit of the hospital. 
It was found in the hospitals studied that the first 
methoq is by far the predominant one, although interesting 
modifications occurred - especially in the Department of 
Public Health Hospitals of Massachusetts. In these later 
-~ 30 See Kidd, C. V., Universities and Federal Research, 
for a discussion of university developments in research 
funding and coordinating. He suggests a convergent or 
divergent trend in university research administration. 
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hospitals research funds are usually handled through a 
separate corporate entity for receipt and disbursement of 
funds. Usually this is handled by the hospital adminis-
trative staff itself, but there may be an independent office 
or accountant in the hospital handling business transactions 
exclusively for the corporate research grant funds. This 
type of administrative unit may be developed without incor-
poration if no administrative procedures for grant funds 
are present in the hospital's own system. In this case the 
organization is usually an office handling funds from other 
institutions for re'search in the hospital.·:!-
To call research undertakings in a hospital a research 
organization may be something of a misnomer. It is my im-
pression that a research organization will be more of an in-
determinate number of workers under one or more principle 
investigators with a wide interplay of informal associations 
with other research workers and other institutions. Investi-
gators will also hold down several other activities besides 
their 'research. 'l'hus an actual research organization con-
nected with a hospital as an institute, coordinated for a 
* See the discussions of grant receipt and indirect costs 
for elaboration of these points. 
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general line of investigation, is more the exception than 
the rule. However there does exist within a hospital rather 
definite control over the research undertaken within its 
auspices. 
To present a generalized picture of a hospital organ-
ization for research, Mark Berke's suggestions for establish-
ing a hospital research program should suffice.3l He sug-
gests the formation first of a Research Committee of the 
board of trustees concerned with the encouragement of the 
research program and the providing of funds for it (at 
least the provision of initial funds to bring the program to 
a point where external funds can be attracted to it). 
Secondly a medical research committee is established to direct 
the course of the research program. 1'his is composed of 
the personnel involved in the research, members of the clini-
cal services, and possibly outside medical personnel from a 
medical school or the like. A joint committee of the two 
can often be most useful. He further recommends for small 
institutions that a part-time pathologist direct the research 
program. 
This organization in bare outlines is generally adopted 
by most medium-sized hospitals with various modifications. 
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In one hospital the research organization is established as 
a definite unit in the hospital: 
Board of Trustees 
Hospital Administrator -- Medical Staff 
I 
Director of Pathology and Medical Research 
I 
Associate Director of Path. and Med. Res. 
Research Group 
The research organization under the Director is advised by 
a research committee composed of the Research Personnel, 
Chiefs of Services of the hospital, and a Department Head 
of the associated medical school. However, in actuality the 
research program is guided exclusively by the Research 
Director and his co-workers. Although projects must be 
approved by the Chairman of the Board, this is in essence 
automatic. 
A more usual research organization for the larger 
teaching ho'spitals is for the chief of each service to have 
general direction of the research in his service. Quite 
often he will have the final say as to what projects are to 
be undertaken. A general example would be as follows: 
Board of Trustees 
Director of Hospital (may be member or 
ex-officio member of Board) 
I 
Associate Director of Professional Staff 
Chiefs of Services (may be members or 
ex-officio members of Board) 
In a case such as this the Chiefs of Services will have 
direction of the hospital's research program even though 
all grants will be cleared through the director's office. 
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As the hospital increases in size and the Chiefs of 
Services multiply, the research direction comes more under 
the authority of a research committee composed of the chiefs 
of service and/or department heads; grants often will be 
cleared through an executive office of this committee. How-
ever the guidance of the hospital's r~search program still 
will rest primarily with the chiefs of services as the repre-
sentatives of the hospital although the Board of Trustees 
may have an actual final say on large projects considered for 
the hospital. Thus upon the chiefs of services and to a 
degree the Board of Trustees falls the necessity to evaluate 
each research proposal in the light of its scientific merit 
and the effect upon the institution totally. 
It should be pointed out however that although the 
chiefs of service may llave authority to guide the hospital's 
research program, in many cases the grants will be given to 
other professional staff personnel as the principle investiga-
tor. Often the principle investigator will have his own 
organization under his direction and sponsored by the grant. 
Also, although the Director of Research, Chiefs of Services, 
or Research Committee may pass on the scientific merit of each 
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proposed project, the grants are invariably screened through 
the administrative or accounting offices to make sure that 
all needed expenditure items as social security and over-
head are included and that all items are of reasonable 
magnitude for the undertaking.* 
To see how this administrative process of research 
project screening might take place, the procedures following 
are presented from a large general hospital: 
1) At the project's inception, approval of all personnel 
involved must be obtained before it is translated into a 
formal application. i.e., If animals are to be used the 
Supervisor of the animal facilities must be consulted, and 
the consent of all department chiefs involved in the project 
is mandatory. 
* It seems to me the type of research organization presented 
by most large teaching hospitals further supports the need of 
block grants to these research directors. Since the position 
of chief of service is a permanent hospital position and has 
great authority for the direction of research, a block of 
research funds to these directors as representatives of the 
institution would allow a continuing research program, an 
assured minimal volume of support, and avoid a splintering of 
funds among many small and medium sized grants in their ser-
vice. It is assumed that the chiefs of services or the re-
search committees that would be eligible for this type of grant 
are as capable of deciding upon valuable research lines in 
their fields as a connnittee of consultants reviewing hundreds 
of grants every few months. It also would avoid the dangers 
of loss of flexibility in approach for the individual research 
worker and the possibility of committee bias through a decen-
tralization of research direction. 
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2) After general agreement among principles is reached as 
to the merit of the research, application is made to the 
hospital's Hesearch Administrative Committee composed of 
members of the Board of 'l'rustees, the Medical Board, and the 
hospital administration. In developing this application 
general guidance is given by the Executive Assistant to the 
Secretary of the Research Administrative Committee. Consulta-
tions are also held with the personnel department for the 
classification of the technical personnel needed for the pro-
ject and the salary needs; with the purchasing department 
for assistance in computing the equip!:cent and materials budget; 
and with the animal facilities for involved costs. Included 
in the application is, of course, a project outline. 
3) Before submission the application is reviewed by the 
Secretary of the Co~nittee and the hospital's accounting depart-
ment. After Committee review and approval, the decision is 
submitted to the Board of Trustees for final approval and 
hospital sponsorship. In practice this final approval is 
automatic. Then the applica~t is free to implement his pro-
ject with hospital research funds or to apply to one of the 
granting agencies for funds. 
In administrative structures of this type, as in the 
above hospital, there is often a special review procedure 
for projects where an i~~ediate decision is required (e.g., 
when a granting agency has notified an investigator that 
funds are available for immediate application). In these 
cases summary approval of the Secretary of the Research 
Committee and the Hospital Director, corroborated by the 
Board of Trustees, is sufficient. 
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Although this type of procedure may be found in very 
large research hospitals, the average teaching hospital will 
have a much more informal arrangement since fewer people will 
be engaged in research. A chief of service or department 
head will usually have complete direction over research in 
his jurisdiction without Board approval, or if Board approval 
is required it is automatic except for very large and costly 
projects. 
Occasionally in the special service·hospitals the 
direction of the research progra."'ll may be exclusively in the 
hands of a director of research. The research programs in 
this case will be guided by his judgement in association with 
his colleagues. 
In any case where research control is lodged in the 
hands of a director or a few chiefs of services, the danger 
of one-sided programs or cries of "dictatorship" is always 
present. 'l'he success of the hospital's research program 
will depend in all cases upon the ability and tact of the 
men guiding it. 
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2) Grant Receipt 
After a research project has been approved by the 
hospital and by the granting agency there is an estimated 
three month lag before funds are received and the project 
implemented. This is in the case of grants that are prepaid 
the hospital as N.I.H. grants. On reimbursable contracts as 
most A. E. c. research funds, expenditure out of hospital 
cash is necessary before funds are received. Although re-
ceipt of funds usually indicates when a project gets under-
way, expenditures can be made from a grant at any time after 
the effective date as indicated on the grant award notifica-
tion. Large hospitals often have the policy that a principle 
investigator can spend from Public Health Service and some 
other agencies grants after the effective date even if the 
cash has not been received. 
To develop a typical and, I believe, effective method 
of accounting for grant receipt the following composite method 
is representative of the procedures used by several hospitals 
with large research progra.-ns. Upon application for a grant 
the administrative office keeps a copy in a grants pending 
file to indicate that the hospital has concurred with the 
application. After approval and about one month before the 
grant's effective date the grant is given an account number 
in the hospital's Temporary Funds. (e.g. Acct. No. 3521-
Reserve for Special Purposes, PHS Grant No. X) This becomes 
a grant receivable account for the specific project grant 
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and all further cash receipts from the grantor will be credited 
to it. Depending upon the number of active grants in the 
hospital, these Temporary Fund control accounts are usually 
filed by donor agency or broken down into groups by type of 
fund as renewable grants, contracts, etc. Due to grantor 
policies these funds when prepaid cannot, as a rule, be in-
vested, hence are usually kept in a bank account separate from 
the hospital's General l<'unds. (i.e., the received funds are 
debited to Temporary ~unds - Cash) 
An interesting variation of grant fund handling is 
presented by some of the Massachusetts Department of Public 
Health hospitals. In the past two years rather than the funds 
being deposited to the hospital accounts, they are deposited 
to a research corporation officered by hospital officials. As 
is the case with the use of Temporary Fund accounts, each 
grant will have its own control account in the corporation 
and the funds are not invested. An exception to the indepen-
dent hospital corporation was the establishment of the 
Massachusetts health Research Institute, Inc. in 1959 to 
handle external research grants to state institutions. It has 
the policy of passing on the merits of grants it handles and 
these grants can be active in any state institution. This type 
of quasi-state organization is also utilized for grant funding 
in California and New York. 
3) Grant Implementation and Expenditures 
a) Authority 
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As indicated in Section II, once a grant has been 
approved for the submitted project and budget, the principle 
investigator has freedom to direct his own work as he sees 
fit. Hence all expenditures are at his discretion and no 
attempt by the hospital to direct these outlays is made. In 
the case of contracts it is the general feeling that closer 
control of expenditures in keeping with the budget is re-
quired. However no example or suggestion of this was encoun-
tered in this study of hospital grant handling. Thus the 
necessity for any direct hospital control over the expendi-
tures for personnel and equipment by the research investi-
gator is nonexistent from the nature of the funds. The major 
problem appears to be how to enforce enough administrative 
control on the research expenditures to make the fund 
accounting accurate and effective. 
b) Supply and Equipment Purchasing 
One of the clearest of hospital control probleres is 
presented by purchasing. As the principle investigator has 
discretionary control over his grants, there is a tendency -
and often the need - to buy material directly fror.1 the 
quickest and closest source that the investigator knows. 
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In the case of a hospital complex affiliated with a medical 
school the investigator can often see great advantages to buy-
ing from colleagues or the school d~rectly or through some 
third party to obtain a special instrument modification or 
unique material. In any case by-passing the hospital's 
purchasing department and hence its method of accounting 
control. How hospital administrators nave approached this 
problem in general is to try to minimize the by-pass of 
purchasing channels. 
One hospital official close to the control of hospital 
funds feels: "It's a constant fight to keep these guys from 
buying all over the place, but on the whole we are winning it." 
Another finds that periodically bills crop up that the hospi-
tal knows nothing about, entailing a check with the investiga-
tor for the authorization, but on the whole he finds the 
doctors cooperative in assisting t~e hospital in keeping track 
of outlays. An interesting point was illustrated by a case 
where a doctor bought some chemicals diPectly on his grant 
and due to a delay the hospital was not billed for the chem-
icals till a month or so later. In the interim the grant had 
run its term and was no longer active. In this case there 
was no expense to the hospital as the doctor paid for the 
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supplies from his free research funds; however the danger 
of expense to the hospital is indicated and the inconvenience 
is out of proportion to the gain. 
All hospitals conducting research are faced with this 
problem of keeping an up to date account of research pur-
chases and most solve it as best as possible through the 
hospital centralized purchasing office. If the purchasing 
department is sensitive to the often specialized and hurried 
needs of research and the research worker respects the need 
for hospital control of expenditures, then the relationship 
will be happy. If not, a chaotic system and personal antag-
onism will be the price. 
I am inclined to believe the centralized purchasing 
office is the best method for serving the hospital and the 
investigator -- if it is an efficient and flexible office. 
However hospitals have approached general expenditure 
methodology in different ways. If the research unit is 
separate from the hospital, the purchasing is as a rule done 
by the unit and the bills and aslaries are paid by the cen-
tral hospital accounting office. In another case each re-
search project in t0e hospital had its own secretary res-
ponsible for purchasing, bill receipt, and salary requisi-
tions and these were paid by the hospital accounting office 
when received. A further refinement of this method is em-
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played by one hospital with modest research funds in its name. 
Here each investigator has responsibility for his own pur-
chases and for forwarding the bills to the hospital account-
ing office. This method I do not highly recommend especially 
when research assistants are involved. When the idea of 
investigator responsibility is carried this far -as it is -
it entails his billing the hospital for net salaries and keep-
ing his own withholding records and complete expenditure 
records. I believe this is more than should be expected of 
research and medical personnel. 
Another unique approach is presented by the Ivlassachu-
setts Health Research Institute, Inc. Here research done at 
state hospitals has complete financial independence of the 
hospital. PurchasinG is at the investigator's discretion 
and the Institute pays for the purchases upon receipt of the 
invoice cleared through the investigator. As most of the 
research supported by the Institute at present is in indepen-
dent hospital research units or in research divisions, the 
effect of financial separation from the hospital is minimized. 
However, granting the problem faced by state hospitals in 
grant fund a~~inistration,* I would regard the tendency of 
separating the handling of research funds ~rom the research 
institution as not necessarily to the best interests of the 
* See the section on Indirect Costs. 
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institution or the project. It would seem the tendency for 
the research project to become a complete world to itself in 
the hospital is enhanced and the possibility of the hospital 
losing control over the magnitude and direction of the re-
search is present. Also if each project or group of projects 
is not provided with an administrative secretary the investi-
gator will find his tb~e filled with administrative routine.~} 
However if a centralized research fund control center is 
capably administered, it could provide a very needed adjunct 
for research in institutions that do not have the financial 
control structures to handle their own research funds. 
c) Major Equipment Purchasing 
The acquisition of major capital equipment as electron 
microscopes and refrigerated centrifuges is in general similar 
to supply and equipment purchases, but a major request involves 
a closer review by the hospital administration to insure that 
the equipment is budgeted for in the grant or, if not, are 
the investigator and the hospital certain tha~ it can be 
afforded. Usually all purchases are expensed to the grant 
* As this study did not actually cover any state hospitals 
involved these statements are simply expressions of 
opinion and may not be shared by the hospitals. 
and no exception is made for major items. 
d) Salaries and Personnel Procurement 
Salary payments, as with supply and equipment expen-
ditures, are generally centralized within the hospital and 
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the periodic outlays are in accordance with general hospital 
payment procedures. 'l'he exceptions wi 11 be found where there 
are unusual arrangements in financial handling of funds or 
where an exceptional case has developed for expenditure. 'l'he 
exceptions are primarily in state and municipal hospitals 
wnere the research project secretary or the individual in-
vestigator submits periodic salary requests to an independent 
corporation or to a separate research office in the hospital 
for payment. A further exception touched upon in one hospi-
tal is the paJI!llent of research workers by another or'ganization 
for work being performed in the hospital. 
A very difficult problem is presented when the setting 
of research assistants' and research technicians' salary 
levels and position ratings are considered. Here the invest-
igator's need and the hospital administrator's wishes will 
often be diametrically opposed. As the research investigator 
today, as a rule, has ample funds to attract capable 
assistants and his need to obtain the best available is man-
datory for the success of his work, he will often be willing 
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to up the salary ante to any point at which the most 
suitable people will show interest. The hospital on the other 
hand, working with limited funds will be interested in keeping 
salary levels for given positions.on a par for all hospital 
employees to avoid the danger of a continual drain of the 
best assistants into research. From this problem there is 
no solution except the negotiation of each case when new 
personnel are to be hired or raises given. 
On the whole it is my impression that the hospitals 
have recognized the need of top flight assistance in re-
search projects and have accommodated their personnel policy 
accordingly. Most hospitals have tile overall rule that for 
a given position rating in the hospital, a given salary level 
will be offered. Research can and does then negotiate a 
higher position level for its help than the hospital to ob-
tain the desired caliber of assistance. However in many 
cases research workers are given the highest hospital cate-
gory for a given type of job and the investigator feels a 
salary boost is in order for any number of reasons. Hospi-
tals have accommodated to this problem in two ways. One 
has been the creation of yet a higher salary bracket and 
the other is the creation of a category of Special Research 
Technician to be negotiated by the investigator, personnel 
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department, and the hospital administrator. 
Although pay scales may be negotiated, usually pre-
liminary screening of applicants is done through the hosp-
ital's employment office (though not always) end the investi-
gator himself makes the final decision whether to hire. In 
any case all research employees in the hospital are con-
sidered employees of the hospital and entitled to the benefits 
accruing to others under hospital policy. 
Exceptions to these overall policies usually take 
the form of the investigator having complete authority and 
responsibility for hiring and setting the salary level of 
his assistants in accord with the discretionary expenditure 
concept of most grant funds. One i'a<Tious state hospital 
exempts research salary levels froxn state and hospital levels. 
They are set by the investigator and director of research 
to attract the best people available. -11-
e) Activation of Grant Funds and Expenditure Control 
After a grant has passed its effective date and the 
investigator is prepared to initiate his work (if it is a 
I don't believe it can be emphasized enough that the 
need of top flight trained and permanent assistants in 
any research project is a major factor that can make, 
or if lacking break, the endeavor. 
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new project), any supplies or equipment needed may be pur-
chased from this grant. He will have received from the 
accounting office written or oral notification of the account 
set-up by the hospital for the project and will be aware of 
the date after which expenditures can be made (probably a 
notification from the granting agency itself). The following 
page gives an example of the type of information supplied 
the investigator in a large teaching hospital complex that 
uses a form notification. The policy of this hospital is to 
give each new grant a Temporary Fund account number and for 
each year that it is renewed to suffix the number with B, C, 
D, etc. This is the hospital's major record of active grants 
and one copy each will be sent to the investigator, the 
medical school, and the Comptroller's office and one copy 
will be retained in the accounting office. 'l'his hospital 
also has a policy of giving the investigator an estimate of 
how much he has available per month by deducting the over-
head allowance from the grant and dividing through by twelve 
for a suggested monthly expenditure rate. 
To illustrate the expenditure procedure, the following 
composite pattern of several teaching hospitals' accounting 
transformations is presented. Upon the investigator's 
initiating a purchase request through the purchasing depart-
ment, all orders and records involved will record the grant 
90. 
GRANT AWARD NOTIFICATION 
PLEASE CODE ALL EXPENSES APPLICABLE TO THIS PROJECT TO ACCOUNT NO.: 
Principal Investigator __________________________________ _ 
Grantor Name No. --------------------------------~ ---------
Grant Purpose __________________________________________ _ 
Type of Award·---------------------------------------------
Grant Period: From To 
---------------- ----~------------
Charges will not be accepted for payment prior to the begin-
ning date as above. 
BUDGST ALLO'l11I..:<.:NTS 
1. Personnel 
2. Other 
Total 
3. Overhead 
Grant Award 
Average Monthly 
Budget 
$ ______ _ 
$ _____ _ 
$========= 
$========== 
Financial Report Due Date 
-------
FUTURE SUPPOHT 
1st. Year $ 
---------
2nd. Year 
3rd. Year 
4th. Year 
You will receive a financial report of this grant during 
the month following activation and each month thereafter. 
In order that you will have funds available for the full 
grant period, we recorr~end that you keep within the monthly 
budget as indicated above. 
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account number and any payments will be recorded to the 
temporary grant fund but paid out of general hos.pi tal funds. 
Every month (or every four weeks) these records of salaries 
and supply layouts will be collected - often by categories 
as salaries, glassware, travel, equipment, etc. - on a posting 
ticket and posted to the grant account ledger - an expense 
control account. With this posting will be a record of the 
month's expenditures and in most hospitals a copy will be 
forwarded to the investigator. Finally the General Fund will 
be reimbu:esed by a cash transfer of the amount of the monthly 
expenditure from the Temporary Fund of the grant. In large 
hospitals with IBM systems this whole operation of collecting 
by categories, posting, and statement development is done 
automatically. Thus it can be seen that most hospitals will 
incur a monthly cash drain from the General Fund for research 
expenditures and that this is reimbursed by a transfer of 
funds from the temporary accounts. 
This can .. -je illustrated in account form as follows: 
Receipt of grant: 
Temporary fund cash 
Research - Grant No. X 
Expenditure: 
Salaries and wages - research 
Cash - General Fund 
Supplies and Equipment 
Vouchers payable 
Reimbursement of general fund (monthly) 
Cash - General Fund 
Research - Grant No. X 
Temporary fund cash 
Research expenses paid by grant 
xx.xx 
x.xxx 
xxxx 
xxxx 
xxx.x 
xx.xxx 
xxxxx 
x.u.x 
x.x.xx 
xxxx 
The monthly Grant Fund Statement after collectJon of 
expenditures for each grant can be illustrated as follows: 
Salaries 
Mr. A. 
Miss B. 
F.I.C.A. taxes, etc. 
Supplies 
Glassware 
Chemicals 
etc. 
Equipment 
(itemized) 
Overhead - 15% of expenditures 
XX 
XX 
X 
XX 
XX 
XX 
XXX 
Total expenditu~e from grant for month of 
XXX 
XXX 
XXX 
xxxxx 
XXX 
xxxxx 
In this case overhead was treated as a direct percentage of 
expenditures as required by granting agencies. 
Clearly many modifications of this procedure are 
available to the hospital without changing the basic con-
cepts. In one hospital the grant account is charged for 
expenditures directly as incurred, but actual reimbursement 
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of the hospital's general cash fund takes place only period-
ically. Or, rather than keeping the grant cash in a separate 
bank account, the General and Temporary funds may have the 
same account; therefore the monthly reimbursement of the 
general fund becomes simply a bookkeeping transaction. Or, 
in the case of a separate institute connected with the 
hospital, the overall accounting for expenditures andre-
ceipts of grant funds, the treasurer's special accounts for 
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grant funds, etc. may have the authority and control divided 
variously between the hospital's offices and the institute's 
administrators. 
A few interesting exceptions to the usual reimburse-
ment procedure are evident. In one hospital grants received 
are incorporated directly into the general fund and a grant 
account is opened. dere any expenditure from the grant is 
tallied daily so the research grant account has direct charges 
' 
made to it. One difficulty with this technique is the prob-
lem of what are the grant funds being spent for. As it is 
usual hospital policy to invest excess cash, how are grant 
funds separated from investment funds? I believe this 
policy of general fund grant accounting is frowned upon by 
sor.te granting agencies as most prohibit t~e cor.-1bining of 
grant funds for investment purposes. 
In the case of res8arch corporations the research 
project secretary or the investigator, having exclusive con-
trol over the funds, simply sends all billings and aalary 
requests. to the central accounting office. Here the bills are 
paid and charged directly to the corporation grant accounts; 
hence no general fund expense is involved and a running 
balance is maintained. (This procedure was found in one I 
hospital where the grants were controlled from special fund 
accounts.) This method, for any grant other than a small one, 
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necessitates a grant secretary for each project to assist 
in purchasing and grant accounting. This would seem to me 
rather inefficient when one central hospital a&ninistrative 
unit in conjunction with the hospital's purchasing and 
personnel offices could handle the srune functions with much 
better hospital control. 
The accounting for depreciable capital equipment 
presents the hospital with another difficulty. Most hospi-
tals expense all purchases from grant funds whether for 
electron microscopes or test tubes and let it go at that. 
This is in accord with Public Health Service policy since 
all equipment is the property of the grant until the grant 
terminates, at which time it reverts to the hospital. How-
ever a few hospitals follow a policy of capitalizing all 
large items of equipment purchased through grants. 'l'his is 
questionable since the Puolic Health Service allows for the 
transfer of some types.af i terns to other grants, and for 
equipment to follow a grant. There are incidents reported 
where equipment purchased in one institution is transferred 
to another where similar or continuing work is in progress. 
One hospital administrator feels that equipment that 
has reverted to the hospital upon termination of the grant 
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should be capitalized. His hospital follows the procedure 
of direct expensing of any grant purchase today, but he feels 
that this equipment, if of a nature to be used by the hospi-
tal's clinical services, should then be capitalized and its 
value recouped through depreciation over the life of the 
equipment. 
Those hospitals that do at present capitalize larger 
equipment items vary in their policy of depreciation of them. 
One hospital follows a sensible policy of holding these re-
search items in its capital account - but not depreciating 
them with other hospital equipment. Those t:i:lat do de pre cia te 
this equipment in the general hospital capital accounts 
raise the overhead costs to the hospital and hence increase 
the reported patient care costs for the hospital. Since these 
items are in no way related to the hospital service or pa-
tient care, this policy seems to me of doubtful basis. 
The problem of how to handle equipment used in the 
hospitals' clinical services or in research that has been 
purchased from terminated grants will remain since grantor 
agencies have not indicated any ,stand. Direct expensing is 
the prevalent and probably the best solution to the capital 
equipment problem, but I see no reason not to include equip-
ment that has reverted to the hospital in the capital accounts 
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undepreciated. 
f) Intrahospital Expenses 
A few hospitals have faced a type of expense charge 
apparently not considered as significant until recently. 
This is what to charge a research project for use of hospi-
tal clinical and laboratory facilities. Most medium-sized 
hospitals or those with modest research programs apparently 
make no effort to control what use research personnel make 
of their facilities. 1his is, I believe, in the main sensible 
since the separation of research and clinical activities is 
often blurred and the use of hospital facilities by research 
is in most cases not significant. 
However several large hospitals with major research 
programs have developed definite policies regarding the use 
of ancillary services by research. One hospital charges any 
research project for any use of its facilities on a per test 
basis equivalent to the charge to otuer services. Another 
administrator solved the problem by charging research pro-
jects at 50% of regular price per test for use of the 
hospital's clinical testing services. Certainly there is 
good reason to charge a research project for any extensive 
and significant use of clinical laboratories and perhaps for 
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other uses of clinicians' time and medical services facili-
ties. Whether the charge should be at regular prices, at 
cost, or at a percentage of either is a matter to be nego-
tiated by the hospital and investigator. 
4) Indirect Costs 
a) Indirect Costs of Research to Hospitals 
The problem of computing w.hat research costs the 
hospital and how much overhead is absorbed by research is 
still one of the major topics of discussion among administra-
tors and occasionally among investigators. As shown in 
Section II most granting. agencies have by-passed actual 
research costs by allowing a partial payment of indirect costs 
through a percentage of direct expenditures. The difficulty 
is further enhanced by the fact that only within the past 
several years have hospitals become interested in actual cost 
determinations and in developing accounting systems of suffi-
cient sophistication to pin down costs. 
Today most teaching hospitals in Boston have adopted 
an accounting system capable of distributing costs with 
reasonable accuracy. These systems are apparently patterned 
along the lines recommended by the American Hospital Associa-
tion32 involving cost collection by cost centers and a step 
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down distribution to the hospital services and research. This 
cost distribution to research is made much easier for those 
hospitals that have organized their research in a separate 
building or as an institute. Here all services can be metered 
into the building and accurate expense computations are ob-
tainable. Full overhead costs for research units as this are 
calculated by two hospitals at 18% and 21% of full costs. 
For hospitals with research areas scattered throughout the 
hospital the problem becomes exceedingly complex and unless a 
highly developed accounting system is utilized the estimation 
of cost per service or for research is near impossible. One 
hospital using a step-down overhead procedure places research 
as absorbing 15% of the total indirect costs of the hospital 
but at the same time accounting for only about 6% of the total 
budget; another large teaching hospital has computed a mini-
mum direct - indirect cost formula (i.e. actual cash outlays) 
as an overall rate on research areas at 15%; a third places 
their total hospital indirect costs as a percentage of direct 
costs at 41%. In 1952 Harvard University developed an over-
head institutional rate for all hospitals of 33 - 35% of 
direct costs. 
Although an institutional overhead rate for applica-
tion to research grants is necessary, it becomes evident 
when the actual indirect costs absorbed by individual re-
search projects are computed that no actual general rate 
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for indirect costs is obtainable. Harry Weaver in 1952 
indicated that the fluctuations of direct and indirect costs 
of research programs were more likely to result from differ-
ences in the nature of the research being conducted than 
from differences in the size of the grant or the financial 
practices of the institution. His study covering 91 grants 
in 33 institutions found indirect costs as a percentage of 
direct costs varying between 13% to 155.5% with a weighted 
mean of 38.7%. 33 This contention is further borne out by 
a study recently completed in a teaching hospital here in 
Boston. They computed indirect costs received per square 
foot for research in twenty-one service areas and came up 
with a range of $.79' to $20.13 per foot. At present at least 
one other hospital is working on a method to improve upon the 
method of allocating expenses to research as a lump sum. Here 
also the costs are to be broken down for research on a per 
service basis for better cost distribution and analysis. 
The question arises however whether any purpose other 
than more accurate cost analysis can be served by per service 
of per project cost breakdown. Research contracts are nego-
tiated on a computed institutional rate on the actual labora-
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tory space used and it has been shown that probably the 
research itself is more important for determining the amount 
of indirect costs absorbed than the size of the grant or the 
institution accounting methods. Thus it is to be expected 
that a further breakdown of research overhead would give wide 
variations in overhead absorbed or received and that to apply 
this to contracts or grants would require a substantial change 
in grantor policy and possibly be detrimental to some areas 
of research. What is needed more is for all hospitals to de-
velop a cost system that would permit the computation of an 
accurate institutional rate to cover the full costs of a re-
search program. That the costs absorbed by phases of the pro-
gram will vary seems evident, but to charge on an actual per 
project basis does not seem practical except for very large 
grants •* 
b) Accounting for Overhead 
There are apparent two primary methods of handling 
overhead funds by hospitals. The first follows general 
{} 
It must be admitted that very possibly a basis could be 
found that would distribute costs per service or per pro-
ject equitably and develop a method of charging for re-
search on a type of research project or on a medical 
service basi.i. 
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grantor policy by taking overhead as a percentage of direct 
incurred expenditures. The usual method of implementing this 
is to take say 15% of all expenses incurred by a grant in one 
month at the time these expenses are brought together for 
reimbursing the general fund.* Thus at this time the general 
fund will be reimbursed from the special grant account and 
the added overhead charge is usually credited to a general 
miscellaneous income account. Thus 15% of expenses from the 
grant is available as general fund cash to compensate for 
the hospital's continual service outlays. 
Under this method the overhead charged each account 
will vary with the month's purchases and hence tend to make 
the miscell811eous income account fluctuate month by month. 
In the case of small research programs this is insignificant, 
but Wi1.en research outlays average ~j>500,000 annually and re-
search expenditures are about 16% of the budget, unusually 
large purchases of equipment, etc. will distort the periodic 
income statements. 
Various modifications of this procedure are possible. 
See Activation of Grant ~~ds and Expenditure Control. 
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The timing of overhead charges generally follow the timing 
of grant account adjustment. One hospital that keeps a 
running balance in the grant accounts prepares a quarterly 
report for each grant for distribution to the investigator and 
the administrative offices. At the time of this report the 
total expenditures are tallied and overhead charged the grant. 
However the most common method is a monthly charge. 
The second method involves i~nediate withdrawal of the 
overhead charge, say 15% of total grant, upon the effective 
date of the· grarit. To follow this procedure through for one 
large teaching hospital, once a grant account is set up and 
funds received two subdivisions are created. One, the grant 
award account filed by principle investigator for actual 
grant expenditures, and two, a Deferred Overhead Income 
Account kept on a per grant basis by grant account number. 
This overhead account is subsequently written off 1/12 per 
month over the active year of the grant. Thus the overhead 
income is transferred to an expended income account in equa.l 
monthly installments creating a smooth flow of funds to the 
hospital relative to the amount and number of grants active 
each month. It provides for hospitals with a large research 
budget a better method of matching constant overhead expendi-
tures with income that will revert to the hospital by either 
method. . 
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Most of the hospitals studied use the first method of 
overhead accounting. In this case the overhead income is 
usually lost in a miscellaneous account and no way is provided 
to estimate what percentage of overhead actually absorbed by 
the research progra~ is offset by grant and other research 
income. I believe there is a need to provide some method of 
calculating the research deficit if research plays an im-
portant role in the hospital. If a research deficit is not 
computed as in the first method, it is simply added to the 
patient charges and is compensated for with either patient 
care income or by patient care deficit financing. 'l'here is a 
good case to be made for the feeling that research expenses 
should not be intermingled with patient care income and ex-
pense. Research benefits a patient only indirectly and over 
the long run; there is no actual assistance that on-going 
research can give to the patient. I do not believe there is 
a strong rational for adjusting the research deficit to the 
patient care funds, although others feel that since research 
is a major hospital undertaking today, it should be treated 
as a normal hospital expense. However, whether the research 
deficit is considered part of the normal expenses of the hos-
pital or not, in keeping with the need to know what the re-
search program costs the hospital is a bookkeeping method to 
learn w~ere the total research funds are coming from - both 
direct and indirect. 
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Several hospitals studied hold to a policy that the 
researcn progra~ shall not cost the hospital anything and 
thereby possibly increase the cost of patient care. These 
hospitals make a definite effort to keep research costs and 
incorae separate frorc.. ordinary hospital income and expense. 
Others that include indirect research income in a miscellan-
eous account generally feel that research should not be 
charged to patient care - but how does one find out in ~hat 
case how the research deficit is financed? 'l'hat added re-
search costs to the hospital could cause increased patient 
care rates is unlikely since hospital service costs are more 
or less mutually determined &"rwng hospitals to reduce cor:.pe-
titive influences in non-profit institutions. rtowever the 
possibility exists that a hospital's research may be partially 
financed through patient care income. 1'he administrator of 
one hospital put it this way: 
The hospital has a policy of picking up the indirect costs 
for the research under its auspices and has credited to 
its income on an average 15% of direct research expendi-
tures (about half of the total indirect costs). These 
direct research expenditures are today 30% of the total 
budget. Since 96 98% of other hospital income is from 
patient services, how else is the research deficit to be 
financed? 
However that the research deficit in any hospital studied had 
any effect on the actual cost to the patient was felt to be 
highly unlikely. The research deficit usually only adds to 
the total hospital deficit. 
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How the usual method of research overhead crediting is 
closed out to the total hospital deficit can be illustrated 
by the following hospital's method: (From a four month summary 
statement) 
1) Research and Training Direct Expenditures (from grant 
and hospital funds) 
~ 
2) Indirect Expenses distributed to research as a lmnp 
sum in breakdown cost analysis 
minus 
1) Grants applied Direct Income (this nearly cancels the 
direct expenditures items) 
+ 
2) Grants applied Overhead (this is less than half of the 
indirect expenditures) 
The resultant deficit is added to the operating losses to 
a total operating loss. This loss is offset by non~operating 
revenue to a net loss. The deficit is usually funded in this 
hospital by gifts, comm~~ity funds, increased clinical rates, 
etc. from the general fund or by the selling of endowment 
securities. It can clearly be seen that what has happened to 
the research deficit is unknown and not in accordance with 
my contention that research holds a unique position in a 
hospital and should stand on its own two feet.{~ 
* In modest research programs this argument loses its weight 
since a research deficit is probably not significant in 
context with the total hospital budget. In the above 
case research is about 6% of the total hospital budget. 
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An effective method for making research finance itself 
was found in the smae hospital that transferred a grants 
overhead allowance to a separate Deferred Overhead Income 
account and shifted funds from these accolli~ts to income in 
equal monthly installments per grant. At the end of each 
fiscal year (or reporting period) the monthly overhead income 
from the deferred accounts is brought together with the 
computed actual indirect expenditures by the research areas 
and closed out to a research overhead profit and loss state-
ment. The deficit is financed by gifts and the use of 
undesignated temporary funds. Here exactly what the research 
progra~ costs is known and accurate judgements can be made 
as to what the hospital can finance in the way of an expan-
ded (or contracted) research program. This method can be 
illustrated as follows: 
* 
Years beginning deferred income from grant overhead allowances. 
+ 
Additional deferred income from grants becoming effective 
during the year 
minus-
Years ending deferred income from grant overhead allowances 
to be applied to overhead income for next year 
equals 
Overhead income for year 
minus -
Overhead expenses for year (itemized) 
equals 
Research overhead deficit for year·:~ 
This hospital also uses a beginning balance and ending 
balance report for the direct research expenditures for 
each fiscal year: 
(footnote continued on next page) 
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The major variation from the use of the two usual 
overhead methods is found in Massachusetts Departmental Pub-
lie Health Hospitals and in municipal hospitals. In these 
cases the grant overhead allowance if taken by the hospital 
theoretically would have to be considered state or city in-
come and the hospital would derive no necessary benefit from 
turning this income over to the public treasurer. Until 
about two years ago this difficulty was handled in both Massa-
chusetts and Boston by not pressing for the overhead funds. 
Therefore the grantee either had at his disposal the whole 
grant or the overhead allowance was used for other research 
purposes. Of course all indirect research expenses were paid 
by the state or city as they are today. 
As the volume of research funds have increased rapidly 
in the last few years the state has re-solved the problem 
by creating independent corporations or research offices in 
*Footnote continued from page 106: 
Beginning balance of research funds available for a given 
service 
New grants available in the reporting period 
minus -
Expenditures from grants 
equals 
Ending balance of research funds available for next year 
for each service 
Between this statement and the overhead profit and loss 
statement the hospital obtains an accurate picture of its 
research effort for the preceding period and can direct 
forthcoming research judgements more effectively. 
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the hospital to handle the research funds. Thus upon grant 
receipt by the corporation the overhead allowance is either 
transferred immediately or on an expended basis to a general 
administrative account of the corporation. If this corpora-
tion or office is actually independently run the overhead 
will finance the salaries and expenses of the office. If 
this corporation or office is actually independently run the 
overhead will finance the salaries and expenses of the office. 
If the corporation is controlled and run by hospital person-
nel the funds may be earmarked as discretionary research 
funds to "get the pot boiling" on new ideas or for miscell-
aneous purposes - usually under the hospiGal administrator's 
or research director's authority. The city of Boston has 
solved the problem in a similar manner. 'l'oday the overhead 
allowance is transferred upon grant receipt to a Superinten-
dent's Special Fund account for extraordinary purposes to 
be used at the discretion of the administrator. 
I find it debatable whether an advantage is obtained 
by creating independent corporations or special funds to 
receive overhead allowances. These funds could be utilized 
very effectively in pilot studies or other assistance to 
projects -- but are they? It mi6ht be just as effective to 
let those hospitals with accounting systems capable of 
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handling grant funds to receive the gr&~t directly and let 
the investigator spend it all. One quasi-state corporation 
as the Massachusetts Health Research Institute, Inc. could 
handle miscellaneous grants to smaller and less developed 
institutions. 
One other development in the indirect cost area was 
unusual and perhaps peculiar to the Boston medical School --
hospital complexes. Often grants active in a hospital are 
actually received by the medical school. As a financial 
intermediary the medical school withdraws a percentage of 
the overhead allowance for the bookkeeping involved in the 
grant accounting and transfers to the hospital. This may 
amount to about a third of the overhead. Vfuether this is 
equitable to the hospital running a substantial research 
deficit is also open to question. Some hospital-administra-
tors believe they could handle the grants cheaper and hence 
have more of the overhead allowance available to offset the 
actual overhead expenditures. 'l'he problem of project con-
trol and research direction is probably paramount in this 
situation. 
5) Grant Reporting and Budget Follow-up 
The hospital is faced with two levels of grant 
expense reporting. One to the grantor organization and the 
other to the grantee. The reporting requirements of the 
grantor organizations was briefly covered in Section II and 
the Public Health Services financial report is included in 
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the Appendix. rlhis type of reporting is entirely prescribed 
by the grantor and the institution upon accepting the grant 
agrees to the conditions as dictated. Generally they entail 
an independent accounting of each grant with complete or 
categorized records of expenditures. Tvl:ost granting agencies 
today do not set any requirement upon the originally submitted 
budget and the yearly financial report being in any way iden-
tical. The review of the annual reports and the. yearly 
audit should suffice to indicate whether the funds are spent 
for the research project sensibly. 
The other level of financial reporting to the grantee 
is set by hospital policy. Of the hospitals studied a good 
number have no method of informing the investigator of the 
status of his grant. Some administrators have the policy of 
leaving the budget follow-up entirely to the investigator's 
initiative. If the project is large enough to have a secre-
tary and the project handles purchasing, hiring, etc., 
generally a running account of the grant status is available 
directly to the investigator. If this is not the case, then 
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the grantee must check with the business office periodically 
to find the grant's status. Most medium and large teaching 
hospitals do submit a copy of the monthly grant tabulation 
to the investigator, thus the investigator receives a monthly 
report of the expenditures and the remaining balance for 
each grant (often several weeks after the period however). 
The budgeting of this balance is then entirely at his dis-
cretion. 
I would like to support perhaps more involved methods 
of financial reporting that would assist the investigator in 
planning his expenditures. This is good research policy as it 
would take more of the administrative load away from people 
who are as a rule not trained for it nor temperamentally 
suited for account keeping and expenditure budgeting. One 
method used by two teaching hospitals is a periodic report 
to the investigator on an encumbered basis. For one hospital 
the monthly expenditures are subtracted from the grant to an 
unexpended balance and then the salary commitments for the 
rest of the year are subtracted from the balance yielding 
an unco~~itted balance for the end of the month. This can 
be illustrated as follows: 
Unexpended balance B.O.M. XXX 
- Expenditures XXX 
Unexpended balance E.O.M. XXX 
- Salary commitments for rest of year XXX 
Uncommitted balance E. 0 .M. XXX 
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This gives the investigator more information with which to 
plan his purchasing. 
However there are limitations to this method, some 
that can be modified and some that are inherent in it. The 
possibility that the salary commitments and other constant 
layout expenditures may change is of course always present. 
However in the above case no adjustment is made for the 
overhead charges that are added as a percentage of expendi-
tures. Thus the uncommitted balance is free funds plus a 
percentage of funds to be charged by the hospital. For this 
and other reasons previously described I believe a good case 
can be made for hospital policy to have the overhead funds 
transferred to a special overhead account upon grant receipt. 
If this is done the investigator always knows exactly what is 
available for his project with any reporting method and as 
mentioned before the hospital can expense these accounts in 
equal monthly installments for a steady income stream. The 
only precaution in this method is to be sure that all the 
funds are spent at the grant termination date so that no 
refund to the grantor is necessary. 
The finest method of assisting the investigator in 
planning his expenditures was found in one large teaching 
hospital complex. Here the policy is to transfer the overhead 
113. 
rrom the grant upon receipt so that the. investigator upon 
checking his grants will always know just what is available. 
In this hospital the general fund is reimbursed from the grant 
monthly and at this time a statement is sent the investigator 
on the state of each of his grants. 'l'hey include in this 
statement the number of months left for each grant to run and 
both monthly and total expenditures to date. With this they 
include a simple budget that amounts to a comparison of the 
original grant divided by twelve ror a monthly expenditure 
rate with the unexpended balance divided by the number or 
months lert for the grant to run. 'Ibis can be illustrated 
from the hospital's own statement on the following page. 
Thus each investigator has at his fingertips a sugges-
ted expenditure rate for each grant plus the state of his 
runds. It is then easy to concentrate purchases in one 
underexpended grant, transrer a salary commitment to a larger 
grant, be sure each grant is fully used before the termina-
tion date, etc. For the amount of additional involvement of 
the accounting department, I believe the gain to each investi-
gator from this report would be immeasurable - especially 
in those hospitals where investigators usually work on their 
own and have no secretarial assistance. Perhaps the addition 
or an encu~bered modification to the report signifying the 
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next month's estimated required expenses would be of further 
value. The use of this type of report might reduce the 
pestering of accounting departments for statements as to the 
condition of each grant. 
The other major area of grant reporting to the grantor 
agency has been touched upon in Section II. This involves 
generally annual reports on project progress from the grantee 
to the agency and does not involve the financial intermed-
iary. O~~y in rare cases in large teaching hospitals is a 
progress report to the research committee required. In most 
hospitals the principle investigators usually form the 
research committee. 
6) Grant Fund Overexpenditure 
A further occasional hospital grant policy is the 
treatment of an overrun grant. In hospitals it is variously 
the administrator's or ~he investigator's job to be sure 
that no grant is overdrawn. It was also found that some 
hospitals report never any overdrawing while others find 
it a frequent occurrence. No correlation between the author-
ity for and presence of overdrawing can be drawn from the 
study unfortunately, but hospitals where the investigator 
assumed complete a:;thority over exp8nditure reported the 
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occasional overexpenditure. It is evident however that 
when a grant nears the end of its term or nears rock bottom 
the hospital administrator watches the expenditures much 
closer. In cases where grants are overrun the investigator 
is notified by form or orally as soon as it is uncovered and 
it is his responsibility to reimburse the hospital. This 
is reportedly done entirely from the investigator's unres-
tricted or "slush" funds. If these are not available it is 
still the investigator's responsibility to fill the deficit 
by means employed by each hospital to cope with the situation. 
7) Discussion 
One of the prevalent dangers·- too often actual - in 
the project system is that principle investigators are re-
quired to spend a good deal of their time that could be 
devoted to their research in report writing, grant applica-
tion, and grant administration. As the granting agencies 
allow free use of their funds by the investigator, it is easy 
for the hospital administration to treat a gra~t as a finan-
cial burden and do as little grant control work as possible. 
A hospital or other institution as the financial inter-
mediary has a job to do both for the grantor and the grantee 
as well as watching its own interests. For the grantor it 
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must keep the necessary records to insure that the funds 
are expended in the required manner. For the grantee I 
believe it should render assistance in the administrative 
capacity as far as possible. This can be accomplished through 
centralized purchasing and hiring and complete record con-
trol of each gran_t. Those hospitals that require the investi-
gator to do the purchasing and bookkeeping for his grant and 
submit only salary requests and bills to the hospital office 
for payment are loading the investigator with administrative 
detail - if the grant is of any size. 'l'his load can be 
lightened by a grant administrative officer or secretary, 
but perhaps more efficiently by bringing all grant funds into 
a central hospital system. The only problem is that many 
hospitals do not as yet have an administrative system effi-
cient enough to handle grants. Perhaps the first need for 
a hospital that plans a research program. is to develop an 
effective ~ccounting, purchasing, and a~~inistra.tive office. 
If not, another agency is probably best suited to handle 
research grants for the institution, as done occasionally 
today. 
Most of the larger teaching hospitals do have effec-
tive cost control and research fund handling methods. Only 
a few points made in this section might bring added effec-
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tiveness to their systems, as the overhead control methods 
and budget reporting to the grantee. Also as most institu-
tions no longer look at the grant's overhead allowance as 
"extra" or "free" money, I believe it is important for all 
hospitals to find out what research costs, directly ~~d 
indirectly, and where the money is coming from. Only in this 
way can good judgements as to the direction and size of a 
research program. be made. Admittedly this complete cost 
control would be quite a job for most hospitals today. 
The major financial effects on a hospital's research 
program must come from the grantor agencies. This would 
entail the necessary full cost allowances and the use of 
other fund disbursement methods besides the yearly grant -
as free pilot study funds and continuous minimal research 
support. Tv1os t granting agencies leave the method of finan-
cial administration of the grant to the institution except 
for the yearly reports and audits. Perhaps further liberal-
ization of this would be useful. Allowing grants to inves-
tigators to be combined would eliminate much splintering of 
funds to one person or group. { 'l'his would not necessarily 
involve interagency combinations.) Also permission to invest 
grant monies might be considered; decision as to the recipient 
of the interest - whether the institution, the grant, or both-
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is not prohibitory. It seems senseless to me for a large 
teaching hospital to have over a million dollars in grant 
funds sitting in a cash account till spent. As long as 
accurate accounts for the expenditures are kept, I see no 
reason for keeping track of the cash also. The selection 
of the investigator and the yearly report and audit should 
be sufficient control for even government funds. 
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Section IV 
Conclusions 
This study has attempted to present in general terms 
the position of hospitals in the medical research field and 
their role in research. 'l'he data gathered in Section I, 
incomplete as it is, indicates clearly the growing role of 
hospitals -- both teaching hospitals and those unaffiliated 
with medical schools -- in the nation's medical research 
effort. Whether this growth has been in proportionate res-
ponse to the increased funds available and vdll continue 
to grow percentage-wise as more funds are provided, or 
whether hospitals are increasing in importance as research 
institutions cannot be answered at present. With the inter-
est expressed in the last decade in hospital research programs, 
it would seem that thelatter alternative is quite probable. 
It was also pointed out that the hospital as a research 
institution has a secondary impact upon its on-going research 
program. Under the project system the investigators generally 
have exclusive control over their research expenditures as 
dictated by the policies of the agencies fro~ which they have 
received their funds. Thus the hospital's administration 
in an on-going research progran is in an internediate posi-
tion. It must keep the records required by the terms and 
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conditions accompanying grant funds and serve the investi-
gator as best it can in equity to the hospital, the grantor, 
and the grantee. 
However in initiating the program and in determining 
its size, and scope within the hospital, the board of trus-
tees, the administration, and/or the medical staff all have 
important decisions to make. It is up to these groups to 
decide what is the optimal amount of research their institu-
tion can handle. Although no guides to this "optimal" 
point have been suggested, perhaps the obvious and best 
criteria is what the hospital can afford. As pointed out in 
Section III, it is a common hospital policy that research 
should pay for itself. If the suggested use of independent 
statements for direct and indirect expenditures of research 
is adopted, the administration has a clear basis for deter-
mining the extent of research that the hospital can afford. 
If it is evident that the research deficit is drawing funds 
away from patient care, then it is perhaps too large a program 
for the hospital to carry. 
In the on-going research program under grants and 
contracts, it is evident that the institution's relation to 
the grantor agency is prescribed by the policies of the 
agency itself. il'hese terms and conditions accompanying 
grants were presented briefly in Section II and discussed 
there. 
In dealing with the research program's effect on the 
~lospital t,le possible intangible benefits, as a spirit of 
inquiry in the institution, and tr:e tangible benefits, as 
increased publicity and the attraction of a better staff, 
were presented. However the program's effect on financial 
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and administrative aspects of the hospital will depend upon 
the size and number of the grant projects. Since the ad..rninis-
trative requirements of the grant are prescribed in outline 
by the agency and the grant must be variously incorporated 
into the hospital's present system of administration, the 
degree to which the hospital's administrative and service 
activities are developed will be a major determinant of the 
ability of the hospital to handle a research program. As no 
uniform administrative system is employed by all hospitals, 
it was suggested that those with strong central administra-
tive services handle grants and those without them have grants 
administered through an external organization. 
Problems facing hospitals administering their own 
research programs were discussed in Section III. 'l'hese 
included some that involved general situations as research 
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salary levels and intra-hospital expenses that could be 
solved only in each individual case. Others had general impli-
cations for all hospitals. It was suggested that all pur-
chases be expensed to the grant regardless of size and possibly 
the larger items of equipment be retained in the capital files 
undepreciated only after they had reverted to the hospital. 
Also indirect costs from grants were shown to be insufficient 
and an institutional rate for research o\Jerhead was felt to 
be useful both for determining the cost of research to the 
hospital and for possible negotiation of full cost contracts. 
For larger research programs the practice of charging allowed 
grant overhead in equal installments was suggested for a 
smoother flow of yearly guaranteed income. 
The third area where hospital policy has a pronounced 
effect (second of course to the policies of the grantor) 
is on the investigator. Here the practice-of a few hospitals 
of placing all the grant administrutive load on the investi-
gator and making the expense of a project secretary necessary, 
was suggested as less than just to the grantee. A good 
centralized purchasing, administrative, and personnel depart-
ment would in most cases be the most effective solution for 
both the investigator and the hospital. It ·.-.-ould assist in 
hospital control and take some of the administrative load 
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from the investigator. 
Those hospitals that did utilize a modification of 
the latter method generally seea to find it effective. A 
major additional assist could be given investigators by 
monthly reporting of grant expenditures and the simple budget 
for future suggested expenditure rates presented in Section 
III. It is recommended that hospital policy should be geared 
to minimize the danger in the grant system of the investiga-
tor being relegated to administrative routine. 
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Appendix 
Outline Used in Interviews With Hospital Administrators 
in Boston 
A. Hospital Data: 
1) Number of beds and annual average daily census 
2) Ownership and university affiliation, if any 
3} Type of service 
B. Research Unit 
1) Organization of unit in hospital 
2) Grants 1 60 - 1 61 fiscal year 
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a) subject areas b) professional and technical 
assistant personnel and clerical help employed. 
c) magnitude of undertakings 
3) Sources of funds at present (hospital and grant} and 
percentage research is to total hospital budget 
4) Brief history of the hospital's research program 
5) Authority for direction of research proposals and 
research program in hospital 
c. Financial Data: 
1) Receipt of grant 
2) Procedures for grant expenditures (salaries and supply 
purchases) 
3) Capital equipment expenditures, ownership, and deprec-
iation procedures, if used 
4) Overhead expenditures 
5) Budget follow-up 
6) Cost to hospital of research 
7) Purchasing and hiring procedures 
D. Other: 
1) Contribution of research program to the hospital and 
the effects on the hospital 
2) Total hospital expenditure for research and amount 
out of hospital funds 
3) Does cost of the research program come out of hospital 
funds and if so does this affect cost of patient care 
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c. TITLE OF RESEARCH PROPOSAL {Do not exceed 53 typewriter spaces) 
D. TYPE OF APPLICATION (please check one only, and add No. if applicable): O New Project Proposal: 
or 0 Revision of, 0 Supplement to, or O Renewal of PHS application or qrant No. ___________ _ 
E. PRINCIPAL INVESTIGATOR: 
Name _____________________ Telephone No, ________ Eztension ____ _ 
Title Department or Service _____________ _ 
Mailing address of Research office _______________________________ _ 
Major 
Institution ----------------------~ub Division--------------
F. CO-PRINCIPAL INVESTIGATOR, if any. (Name and title only) 
G. INSTITUTION SPONSORING REQUEST H. NAME, TITLE, AND ADDRESS OF FINANCIAL OFFICER: 
Name 
Mail address 
Name & title of official authorized to sign application on be-
hall of institution Manner in which check(s) should be drawn: 
I. AGREEMENT: It is understood and agreed by the undersigned that any grant received as a result of 
this application is subject to the following terms: (1) Funds granted as a result of this request are to 
be expended ~or research or related purposes as governed by Public Health Service and grantee 
institution policies; (2) the grant may be revoked in whole or in part at any time by the Surgeon 
General of the Public Health Service, provided that a revocation shall not include any amount obligated 
previous to the effective date of the revocation if such obligations were made solely for the purposes 
of research; (3} all reports of original investigations supported by the grant shall acknowledge such 
support; (4} if any invention arises or is developed in the course of the work aided by the grant, the 
undersigned will either (a} refer to the Surgeon General for determination, or (b) determine in accord-
ance with grantee institution's own policies as formally stipulated in a separate supplementary agree-
ment entered into between the Surgeon General and the grantee institution, whether patent protection 
on such invention shall be sought and how the rights in the invention, including rights under any 
patent issued thereon, shall he disposed of and administered, in order to protect the public interest. 
J. PERSONAL SIGNATURES (in ink) 
PHS 398 
Rev. 7-59 
(1) Principal Investigator-------=---:---:--:=-;:-:-----:-----=----(Same as shown in "E" above) 
(2) Authorized official of 
applicant institution ---------:::----:---::--;::::-::----:--:--------(Same as shown in "G" above) 
Mail completed application to: 
Division of Res:aarch Grants 
National Institutes of Health 
Bethesda 14. Md. 
Page 1 
(date) 
(date) 
Form Approved 
Budget Bureau No. 68-R.249.9 
A BUDGET REQUEST (for the period shown on page 1) . 
(l) (2) (3) 
1. PERSONNEL o/o time Requested 
List all positions. including Principal and Co-investigator. Amounts requested must not exceed on this from PHS 
pl'Oportfon of total salary computed from % of time spent. project (omit cents) 
% $ 
% 
% 
% 
o/o 
% 
% 
2. PERMANENT EQUIPMENT. itemize (see instructions) 
$ 
3. CONSUMABLE SUPPLIES. itemize (see instructions) 
$ 
4. TRAVEL. itemize (see instructions) 
$ 
5. OTHER EXPENSE. itemize (see instructions) 
$ 
6. TOTAL DIRECT COST REQUIREMENTS $ 
7. INDIRECT COST ALLOWANCE (The administrative official signing this application may request an $ 
amount for indirect costs. Review detailed instructions) (Round to low dollar) 
8. TOTAL BUDGET (Same as amount shown in item A. page 1) $ 
B. ESTIMATE OF SUPPORT REQUESTED FOR THE YEAR FOLLOWING THE BUDGET PERIOD ITEMIZED 
ABOVE. Applicants for 1-year qrants should type the word "None" in space for TOTAL BUDGET 
shown below. 
Personnel Equipment Supplies Travel Other Total Indirect TOTAL BUJ;>GET Direct Cost Cost 
$ $ $ $ $ $ $ $ 
C. ADDITIONAL YEARS OF SUPPORT, beyond the 2 years covered above, if requested. Please show the 
TOTAL AMOUNTS required for each such additional year, including indirect cost allowance. 
3.$ 4.$ .$ 6.$ .7.$ ____ _ 
PHS 398 
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RESEARCH SUPPORT 
List all other research support of the Principal Investigator, including that from own institution, and appli-
cations that are pending. Use continuation page if necessary. See instructions. 
A. PUBLIC HEALTH SERVICE SUPPORT: 
GRANT TITLE OF PROJECT NUMBER 
(1) Active or approved: 
(2) Applications submitted, awaitinq decision: 
B. ALL OTHER RESEARCH SUPPORT: 
SOURCE 
(1) Active or approved: 
(2) Applications submitted, awaitinq decision: 
PHS 398 
:a-. 7-59 
TITLE OF PROJECT 
Page 3 
AMOUNT PERIOD OF SUPPORT 
AMOUNT PERIOD OF SUPPORT 
BIOGRAPHICAL SKETCHES 
Provide brief sketches for professional personnel already selected who are to be actively engaged in this 
project. The following format should be used for each person, with Co-investigator (if any) immediately 
following Principal Investigator, then other professional personnel. lettered consecutively. 
A. Principallnvestigator: _________________ ---:::::---::-c-:-:-------------------
(Name and title) 
1. Date of birth: _____________ ; Place of birth:: ________________________ _ 
Present nationality:-----------------------------------<· Male 0: Female D· 
2. Educational experience: 
a. Degrees conferred (Begin with baccalaureate degree. Identify honorary qegrees under field.): 
DEGREE INSTITUTION CONFERRING FIELD(S) YEAR 
b. Other research training and experience, especially that establishing research qualifications in area covered by this 
application: 
WHERE NATURE YEAR 
3. Fields of present major scientific interest, in order of choice: 
4. Supplemental information: 
B. 
(Name and title) 
1. Date of birth: ____________ ; Place of birth: _______________________ _ 
Present nationality:---------------------------------; Male 0: Female D· 
2. Educational experience: 
~· Degrees conferred (Begin with baccalaureate degree. Identify honorary degrees under field.): 
INSTITUTION CONFERRING FIELD(S) YEAR 
b. Other research training and experience, especially that establishing research qualifications in area covered by this 
application: 
WHERE 
3. Fields of present major scientific interest, in order of choice: 
4. Supplemental information: 
PHS 398 
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NATURE YEAR 
RESEARCH PLAN AND SUPPORTING DATA 
Details of the proposed plan and other necessary data should be typed (single spaced) in accord with the 
outline below, which is suggestive only. See instructions. Please continue numbering pages in sequence 
for entire application. Additional continuation sheets, if needed, may be requested from the Division of 
Research Grants. 
1. RESEARCH PLAN 
A. Specific Aims - Provide a concise statement of the aims of the work immediately proposed, and 
relate these to your long-term goal. 
B. Method of Procedure - Give details of your research plan, including how results will be ana-
lyzed. For each specific aim mentioned in "A" show how your plan is expected to fulfill the 
aim. 
C. SigDificcmce of this Research - Explain why the results of the proposed work may be important. 
D. Fadlities Available - Describe the general facilities at your disposal. List the major items of 
permanent equipment. 
2. SUPPORTING DATA 
A. Previous Work Done on this Proiect- Describe briefly any work you have done to date that is 
particularly pertinenL 
B. Results Obtained by Others - Summarize important results to date obtained by others on this 
problem, citing publications. Select no more than five. 
C. Personal Publications - Cite your most important publications on this or closely related work. 
List no more than five. 
D. Justification of Budqet - Defend itemized budget for the initial period (A, page 2) where you 
:teel it necessary, and delineate reasoning basic to budget estimates for continuation years. 
1. RESEARCH PLAN 
A. Spedfic Aims -
PHS 398 
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for 
Financial Officers 
dis6ursing 
Research Funds 
AMERICAN HEART ASSOCIATION, INC. 
44 E. 23rd Street 
New York 10, N.Y. 
INTRODUCTION 
The research awards of the Association are made possible through 
voluntary contributions by the public. The Association, in turn, feels a 
moral responsibility to present tangible evidence of the manner in which 
these monies have been utilized, both in terms of financial administration 
and in terms of scientific activity. This is the primary reason for requir-
ing annual joint expenditure reports from institutions and investigators 
receiving Grant ~in-Aid monies from the Association. 
TYPES OF AWARDS 
The Association disburses research funds in three ways: 
1. STIPENDS: are paid directly to Fellows and Investigators 
and are not subject to financial accounting. Stipends may 
not be disbursed through the institutions where these in-
dividuals are working. A stipend may be supplemented 
by other funds if the awardee 1 s sponsor or department 
head obtains prior authorization from the Association. 
(Approximately 70% of the recipients of these awards cur-
rently receive such authorized supplements.) 
2. SPECIAL GRANTS 
a. Departmental Grants are made as Lump-sum pay~ 
ments at the beginning of the award year to heads of de" 
partments in which Advanced Research Fellows and Career 
Investigators work. These funds may be utilized without 
restriction, and the department head is not obligated to 
apply such funds directly to the research program of the 
Association's awardee. 
b. Annual Grants to Established Investigators are 
made as lump sum payments at the beginning of each 
award year in the amount of $1,000. The funds are to be 
utilized by the Investigator in connection with his research 
program. NOTE: These Grants are distinct from Grants .. 
in ·Aid made to Established Investigators which are sub~· 
ject to the provisions outlined in subsequent sections. 
Both the above Grants are made available through the 
financial officer of the institution. Overhead charges to 
the institution are not permitted, and no accounting to the 
Association is necessary. 
These Grants are ~subject to pro rata division or 
refund to the Association in the event that an awardee 
transfers to another institution or resigns, provided his 
award has been active for at least 30 days. 
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2. GRANTS··IN-AID: are made to non~profit institutions in 
support of the research of investigators for terms of one 
to five years, subject to annual review. Overhead of lOo/o 
of expended funds is awarded to the institution except in 
instances where the Association's Research Committee 
specifically recommends that overhead payments be o-
mitted, or where it is against the policy of the recipient 
institution to accept overhead. 
The policies defined below apply to the Administration of Grants -in-
Aid by financial officers of recipient institutions: 
DISBURSEMENTS 
1. PAYMENTS: 
As a rule, payments to the institution will be made on 
a quarterly basis. However, if the project requires the 
purchase of equipment for which the first quarterly in-
stallment is not sufficient, the amount of this installment 
may be increased if a request is submitted by the awardee 
at least 30 days in advance. 
2. TRANSFER OF FUNDS: 
Transfer of funds between categories in a Grant budget 
may be made according to the needs of the investigato.r 
except in the instances stipulated below where prior au-
thorization must be obtained from the Association. 
3. SA.LARIES: 
When support for an individual holding a doctorate de-
gree is required on a full-time basis, it should be sought 
by application for an appropriate Fellowship from the 
Association. 
When the project demands special services from in-
dividuals holding doctorate degrees on a part-time basis, 
and the cost has not been included in the Grant applica ... 
tion and specifically authorized at the time the award is 
made, authorization to pay fees or salaries must be re-
quested from the Association by the awardee in advance 
of the expenditure. 
It is essential that financial officers make no expendi-
tures of Grant funds for payment to individuals holding 
- 3 -
doctorate degrees unless specific authorization has been 
received from the Association. 
4. TRAVEL: 
Expenditures for travel from awards made to institu-
tions located west of the Mississippi will be limited to 
$400 per year; those located east of the Mississippi will 
be limited to $200 per year. 
If additional travel funds are required and have not 
been specifically authorized in the original letter of award 
from the Association, authorization must be obtained by 
the Grantee in advance of the traveL Investigators will 
be permitted to use travel funds within the limits defined 
above for meetings in Canada and Mexico without prior 
authorization from the Association. 
In aU cases, the expenditure of Grant funds for other 
travel outside the United States is subject to approval in 
advance by the Association. 
5. PUBLICATIONS: 
Expenditures for subscriptions to journals or for the 
purchase of books will be limited to $50. Expenditures 
in connection with publication of results of research and 
for the purchase of reprints are not subject to this re-
striction. 
6. OVERHEAD: 
Overhead allowances will be calculated on the basis of 
10% of expended funds rather than on the total amount of 
Grant funds received by the institution. In instances where 
an institution does not accept overhead allowances for re-
search awards, such funds will be retained by the Associ-
ation. 
ACTION ON UNEXPENDED BALANCES 
1. CONTINUING GRANTS: 
In instances where an unexpended or deficit balance is 
anticipated for the end of the Grant year, the following 
procedures will be followed: 
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a. Authorization to carry forward unexpended or 
deficit balances of over $15 must be requested 
by the Grantee in writing at least 30 days prior 
to the end of the Grant year. A preliminary 
expenditure report on the appropriate form, 
signed by the investigator and the financial of-
ficer, reflecting the estimated amount of un-
expended or deficit funds, must accompany 
such requests. Utilization of these funds will 
be reported to the Association at the end of the 
subsequent Grant year. A balance of $15 or 
less may be automatically carried forward. 
b. When the investigator does not request author-
ity to utilize unexpended funds as specified 
above, the financial officer will be directed to 
remit them when the annual financial report is 
approved by the Association. 
2. TERMINATING GRANTS 
At the end of a Grant award period, the following alternatives 
are open to the Grantee: 
a. Authorization for an extension of time to utilize 
unexpended funds in continuation of research 
must be requested in writing at least 30 days 
prior t0 the termination date of the Grant. A 
preliminary expenditure report on the appro-
priate form, signed by the investigator and the 
financial officer, reflecting the estimated a-
mount of unexpended funds, must accompany 
such requests. Utilization of these funds must 
be reported to the Association at the end of the 
extension period. 
b. In cases of resignation or transfer of the in-
vestigator, or when the Grant otherwise ter-
minates, all unexpended funds shall revert back 
to the Association, subsequent to approval of 
the final expenditure report for the period in 
which disbursements were made, unless prior 
approval for alternative arrangements has been 
obtained from the Association. 
REPORTS 
1. It will be the responsibility of the financial officer and the 
Grantee to submit a final expenditure report within 60 days 
- 5 -
after the end of each Grant year and of each extension 
period, if any. This report should be submitted on the 
Association's forms and must be signed by the Grantee 
and the financial officer of the institution. 
2. It will be the responsibility of the financial officer to sub-
mit any preliminary reports mentioned above at the re-
quest of the Grantee concerned. 
3. When reports are not received at the appropriate time, 
the Association will withhold subsequent Grant payments 
and will not process new applications from the investigator 
until such reports are submitted. 
Revised 
3/61-M 
hb 
Any inquiries should be directed to the 
Assistant Medical Director for Research 
AMERICAN HEART ASSOCIATION, INC. 
44 East 23rd Street 
New York 10, New York 
